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EDWARD J. BLUMENFELD 
Where salesman made fraudulent 
recommendations and statements in 
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connection with his offer and sale of 
municipal bonds, charged customers 
excessive markups, and had been 
enjoined from fraudulent practices, 
held, in the public interest to bar 
salesman from association with any 
broker or dealer 
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SECURITIES ACT OF 1933 
Release No. 6168/December 14, 1979 


In the Matter of 


THE MONROE CLINIC EMPLOYEES’ RETIRE- 
MENT PLAN 

1515 Tenth Street 

Monroe, WI 53566 


(18-37) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a)2) OF THE SECURITIES ACT OF 
1933 FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTER- 
ESTS OR PARTICIPATIONS IN THE MONROE 
CLINIC EMPLOYEES’ RETIREMENT PLAN 


NOTICE IS HEREBY GIVEN that the Monroe Clinic 
(‘Applicant’), a Wisconsin partnership providing 
health care to Monroe, Wisconsin and surrounding 
areas, on February 16, 1979 filed an application for 
an exemption from the registration requirements of 
the Securities Act of 1933 (‘‘Act”’) for any participa- 
tions or interests issued in connection with the 
Monroe Clinic Employees’ Retirement Plan 
(‘‘Plan’’). All interested persons are referred to that 
application, which is on file with the Commission, 
for the facts and representations contained therein, 
which are summarized below. 


Introduction 


The Plan covers Applicant’s employees and each 
partner who does not have more than a 10 per cent 
interest in the net earnings of Applicant. Each per- 
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son who is eligible and has completed three years of 
employment with Applicant automatically partici- 
pates in the Plan. As of January 1, 1979, 126 
employees and 38 partners were participating in 
the Plan. Applicant states that the Plan is of the type 
commonly referred to as a “Keogh” plan, which 
covers persons (in this case, Applicant's partners) 
who are employees within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954, as 
amended (the ‘“‘Code”’), and, therefore, is excepted 
from the exemption provided by Section 3(a)(2) of 
the Act for interests or participations in the 
employee benefit plans of certain employers. Sec- 
tion 3(a)(2) of the Act provides, however, that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit- 
sharing plan which covers employees, some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Description and Administration of the Plan 


Applicant states that the Plan was established @ 


Applicant in 1968, and was amended and restated 
in its entirety to comply with the Employee Retire- 
ment Income Security Act of 1974 (““ERISA’’). The 
internal Revenue Service has issued a ruling to the 
effect that the Plan, as so amended and restated, 
continues to be a qualified plan under Section 401 
of the Code. The Plan is subject to the fiduciary 
standards and full reporting and disclosure require- 
ments of ERISA. 


Applicant makes mandatory contributions to the 
Plan on behalf of participants, and participants may 
make voluntary contributions to the Plan. Both 
mandatory and voluntary contributions are based 
on a percentage of compensation, with certain 
limitations. 


Applicant states that the Plan is funded through a 
single employer trust (“Trust”), with Northern Trust 
Company (“Trustee”), an Illinois Corporation, acting 
as trustee. 


The Plan is administered by Applicant's Executive 
and Administration Committees. The Executive 
Committee, consisting of six partners, has authority 
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to contract with the Trustee and to appoint invest- 
ment managers. It also has authority to establish a 
funding policy and to select and remove the five 
members of the Administration Committee, which 
has general authority to supervise the Plan's 
administration, including interpreting the Plan, 
determining eligibility, and computing benefits. 
Both Committees are authorized to employ, and 
have employed, attorneys, employee benefit con- 
sultants and others to assist in the administration of 
the Plan. 


All Plan contributions are directed to the Trust. The 
Trustee has broad discretionary authority with 
respect to the investment of assets, but is subject to 
the funding policy established by the Executive 
Committee. 


Participants may direct contributions to a Balanced 
Fund, a Fixed Income Fund, or a combination of the 
two. Applicant states that the Executive Committee, 
during 1978, contracted with an independent con- 
sulting firm, Defined Compensation Administra- 
tors, Inc., for its review of the Plan’s investments 
and for an analysis of various fixed income con- 
tracts available from several insurance companies. 
Based on the consultant’s report, the Executive 
Committee has proposed that the Plan’s Fixed 


Income Fund be invested in a group annuity con- 
tract issued by Aetna Life Insurance Company. 


Discussion 


Applicant contends that were it a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act 
because no person who would be an ‘‘employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant argues that 
the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 


Applicant also maintains that were the Firm's 
partners not permitted to participate in the Plan, the 
interests or participations issued in connection with 
the Plan would be exempt under Section 3(a)(2), 
since no other persons covered by the Plan would be 
“employees” within the meaning of Section 
401(c)(1) of the Code. Applicant argues that there is 
no valid basis for a contrary result merely because 
the Plan also covers partners in the Firm. 
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Applicant also states that the characteristics of the 
Plan are essentially typical of those maintained by 
many single corporate employers and that the legis- 
lative history of the relevant language in Section 
3(a)(2) of the Act does not suggest any intent on the 
part of Congress that interests issued in connection 
with single-employer Keogh plans necessarily 
should be registered under the Act. Applicant 
argues that its Plan is distinguishable from multi- 
employer plans or uniform prototype plans designed 
to be marketed by a sponsoring financial institution 
or promoter to numerous unrelated self-employed 
persons and that these latter plans are the type of 
plans Congress intended to exclude from the Sec- 
tion 3(a)(2) exemption. 


Applicant states that the Plan is not a master or 
prototype plan marketed to the public by a sponsor- 
ing financial institution, and Plan assets are not 
invested in any such master or prototype plan or 
commingled with assets of any other plans or col- 
lective funds. 


Applicant notes that it has employed independent 
experts in connection with legal, accounting and 
investment advice and management necessary to 
assist the Executive Committee and Administration 
Committee in administration of the Plan. Moreover, 
the Trustee exercises discretionary authority with 
respect to the investment of Plan assets. According 
to Applicant, these facts establish that Applicant is 
able to represent adequately its interests and those 
of all participants in the Plan. Applicant believes 
that the rigorous disclosure requirements of ERISA 
and the fiduciary standards imposed thereunder are 
adequate to provide full protection to participants. 


For all of the foregoing reasons, Applicant believes 
that the Commision should issue an order finding 
that an exemption from the provisions of Section 5 
of the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 9, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an attor- 
ney at law, by certificate) shall be filed contempo- 
raneously with the request. An order disposing of 
the application will be issued as of course following 
January 9, 1980, unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponement thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6169/December 17, 1979 


In the Matter of 


THE WOLF, BLOCK, SCHORR AND SOLIS- 
COHEN RETIREMENT PLAN 

12th Floor Packard Building 

Philadelphia, PA 19102 


(18-46) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTER- 
ESTS OR PARTICIPATIONS IN THE WOLF, BLOCK, 
SCHORR AND SOLIS-COHEN RETIREMENT PLAN. 


Wolf, Block, Schorr and Solis-Cohen, a law.firm 
organized as a partnership under Pennsylvania law, 
filed an application on June 21, 1979 for an exemp- 
tion from the registration requirements of the 
Securities Act of 1933 (‘‘Act’’) for interests or parti- 
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cipations issued in connection with the Wolf, Block, 
Schorr and Solis-Cohen Retirement (‘‘Plan’’). 


On November 19, 1979, a notice was issued (Secur- 
ities Act Release No. 6152) of the filing of the appli- 
cation. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in con- 
nection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6170/December 19, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16436/December 19, 1979 


ACTION: Final rules. 


SUMMARY: The Commission is further deferring, 
until 1981, the effective date of the quarterly report- 
ing requirements for smaller life insurance com- 
panies whose shares are not actively traded. Such 
ditional delay is necessary to allow sufficient time 
for the Commission to consider, as a result of the 
testimony gathered at its small business hearings, 
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whether one or more classes of smaller issuers 
should be established for purposes of reducing the 
periodic reporting requirements under the Securi- 
ties Exchange Act of 1934. 


EFFECTIVE DATE: Deferred from fiscal years ending 
after December 25, 1980 to years ending after 
December 15, 1981. 


FOR FURTHER INFORMATION CONTACT: Robert 
Rupp or Evan J. Kemp, (202) 272-2644, Office of 
Small Business Policy, Division of Corporation 
Finance, Securities and Exchange Commission, 
500 North Capitol Street, Washington, DC. 20549. 


SUPPLEMENTARY INFORMATION: On September 
20, 1976, the Commission issued Accounting Ser- 
ies Release No. 197 [41 FR 42645]' to require quar- 
terly financial reporting, on Form 10-Q, by life 
insurance companies and holding companies hav- 
ing only life insurance subsidiaries. In that release 
the Commission stated: 


Recognizing that some life insurers do not 
presently prepare quarterly financial infor- 
mation, the Commission believes that the 
reporting responsibilities imposed by these 
amendments should first be applied to 
those life insurance companies whose 
activities are most closely followed by ana- 
lysts and investors. At the same time and 
taking into account the lead time and start- 
up requirements for those companies not 
currently preparing quarterly financial 
information on a generally accepted 
accounting principles (GAAP) basis, the 
Commission has decided to defer the effec- 
tive date of these amendments until 1978 
for life insurance companies whose shares 
are not actively traded. In addition, the Com- 
mission notes that its Advisory Committee 
on Corporate Disclosure is reviewing the 
overall question of the reporting responsi- 
bilities of smaller companies. The results of 
their work are anticipated in mid-1977 and 
could possibly impact the filing require- 
ments of many smaller companies, includ- 
ing small public life insurance companies. 
Accordingly, the Commission will give 
notice no later than September 30, 1977, as 





'1Certain corrections to that release were made in 
Accounting Series Release No. 218 [42 FR 27879], 
May 23, 1977. 
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to whether or not there will be any further 
delay of the effective date of these amend- 
ments or any change in these amendments 
with respect to those life insurance com- 
panies whose shares are not actively 
traded. 


In Accounting Series Release No. 228, October 7, 
1977, [42 FR 54531], the Commission further 
deferred through 1978 the effective date of these 
requirements. Subsequently on November 3, 1977 
the Commission's Advisory Committee on Corpo- 
rate Disclosure issued its report which included the 
following recommendations concerning the prob- 
lems of small companies: 


The Commission should hold public hearings to 
determine: 


(1) whether and to what extent, the Com- 
mission should attempt to define a category 
of ‘small companies” for the purpose of 
requiring less burdensome reporting; 

(2) how such a classification, if desirable 
and possible, should be defined; and (3) if 
definition is possible, what reductions of 
reporting requirements are possible, con- 
sistent with the purposes of the Federal 
securities laws. 


During April and May of 1978 the Commission staff 
conducted a series of public hearings in several 
parts of the country at which the problems of small 
companies were discussed. In Accounting Series 
No. 259, December 28, 1978 [44 FR 1727], the 
Commission again deferred, through 1979, the 
effective date of the quarterly reporting require- 
ments for life insurance companies whose shares 
are not actively traded. The reason for this deferral 
was to allow the staff time to review the testimony 
taken at the hearings and ascertain future policies 
relating to small companies generally. As a result of 
the information gathered at the hearings, numer- 
ous changes in the Commission’‘s rules and regula- 
tions which have a particular impact on small 
businesses have been effected. At present the staff 
has under consideration the development of one or 
more classes of small issuers for purposes of reduc- 
ing the reporting requirements under Sections 13 
and 15(d) of the Securities Exchange Act of 1934.A 
proposal of this nature may have direct impact on 
smaller life insurance companies. Accordingly, the 
Commission has decided to further defer until 1981 
the effective date of the quarterly reporting require- 
ments for life insurance companies whose shares 
are not actively traded. 
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COMMISSION ACTION: The Commission hereby 
amends paragraphs (c)(1) of §§240.13a-13 and 15d- 
13 of 17 CFR Part 240, to defer the effective date 
specified therein as given below. 


§240.13a-13 Quarterly reports on Form 10-0 
(§249.308a of this chapter). 


(c}* * 


(1) Life insurance companies and holding compan- 
ies having only life insurance subsidiaries for quar- 
ters in fiscal years ending on or before December 
15, 1981 if they do not meet the tests specified in 
paragraph (t)(1)(i) of §210.3-16; or 


§240.15d-13 Quarterly reports on Form 10-0 
(§249.308a of this chapter). 


oy Ia * * 


(1) Life insurance companies and holding compan- 
ies having only life insurance subsidiaries for quar- 
ters in fiscal years ending on or before December 
15, 1981, if they do not meet the test specified in 
paragraph (t)(1)(i) of §210.3-16; or 


These amendments are adopted pursuant to 
authority in Sections 12, 13, 15(d) and 23(a) [12 
U.S.C. 781, 78m, 780(d) and 78w] of the Securities 
Exchange Act of 1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16425/December 14, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-79-11 


The National Association of Securities Dealers, Inc. 
("NASD") submitted on October 18, 1979, a pro- 
posed rule change under Securities Exchange Act 
Rule 19b-4 to adopt a set of rules that would con- 
form its present rules on arbitration’ to the Uniform 
Code of Arbitration (““Code’’),2 which was drafted by 
the Securities Industry Conference on Arbitration 
(“SICA”).3 The proposed rule change supersedes 





'For the NASD’‘s current arbitration rules, see 
NASD ’s Code of Arbitration Procedure, Sections 1- 
39. NASD Manual (CCH) +3701 ff. 


2The Code was published on December 28, 1978, as 
the Second Report of the Securities Industry Con- 
ference on Arbitration to the Securities and 
Exchange Commission.”’ The Commission has not 
formally approved or disapproved the Code, and 
self-regulatory organizations seeking to adopt the 
Code or portions thereof must comply with the rule 
filing procedures of Section 19(b) of the Act and the 
rules and regulations thereunder. 


3SICA was organized on April 5, 1977, pursuant to 
the Commission's stated position that there was a 
need to implement a ‘nationwide investor dispute 
resolution system." See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 
FR 23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, Incor- 
porated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the Munici- 
pal Securities Rulemaking Board; the National 
Association of Securities Dealers, Inc.; the New 
York Stock Exchange, Inc.; the Pacific Stock 
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two pending rule filings on arbitration (Nos. SR- 
NASD-77-19 and SR-NASD-78-19) which, by letter 
of October 18, 1979, the NASD has formally 
withdrawn. 


i 

The stated purpose of this proposal is to provide 
investors with a simple and inexpensive procedure 
for resolution of their controversies with broker- 
dealers. Further, the proposal anticipates that the 
Code will be adopted by other self-regulatory organ- 
izations, thereby providing a uniform system of arbi- 
tration throughout the securities industry. 


The proposed rule change also would amend Sec- 
tion 1 of the NASD’‘s Code, ‘’Matters Eligible for 
Submission,’ to delete the phrase ‘securities 
related” before ‘dispute, ‘’ so that any dispute, claim 
or controversy arising out of or in connection with 
the business of an NASD member could be arbi- 
trated. An exception would be provided for disputes 
involving the insurance business of any member 
which is also an insurance company. The NASD 
states that these changes would make arbitrable 
certain disputes involving member's business 
which are not presently eligible for arbitration. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 3, 1979. In order to assist the Commis- 
sion to determine whether to approve the proposed 
rule change or institute proceedings to determine 
whether the proposed rule change should be disap- 
proved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-79-11. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 





Footnote 3, continued: 


Exchange, Incorporated; the Philadelphia Stock 
Exchange, Inc. (all ten of which are self-regulatory 
organizations) as well as the Securities Industry 
Association (a trade association) and three public 
representatives. 
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to the proposed rule change which are filed with the 
Commission and any person, other than those 
which may be withheld from the public in accor- 
dance with the provision of 5 U.S.C. §552, will be 
available for inspection and copying at the Commis- 
sion‘s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 16426/December 14, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-79-12 


The National Association of Securities Dealers, Inc. 
(the “NASD” or the “Association’’) submitted on 
October 19, 1979, a proposed rule change under 
Securities Exchange Act Rule 19b-4 to revise 
Schedule G under Article XVIII of the NASD By- 
Laws. Schedule G sets forth the procedures for 
reporting over-the-counter transactions in listed 
securities that are required to be reported to the 
Consolidated Tape. The proposed rule would sim- 
plify the existing language and format of Schedule 
G and would institute the following three substan- 
tive changes: (a) in transactions involving 5,000 
shares or more, where one or more offsetting trans- 
actions were executed within a five-minute period, 
the member would report only one transaction at 
the average price; (b) in ‘‘riskless” transactions, the 
member (other than a market maker in the security) 
would report a single transaction at a price that 
would not include the mark-up or mark-down; and 
(c) Non-Designated Reporting Members could trade 
up to 1,000 shares and $25,000 on a single trading 
day and remain exempt from the 90-second report- 
ing requirement provided that they had not 
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exceeded trading limits on five of the previous 10 
trading days. The NASD states that the purpose of 
the proposed rule change is to clarify the reporting 
requirements, to avoid duplicate reporting and to 
expand the exception to the real-time reporting 
requirements. 


Publication of the terms of substance of the submis- 
sion is expected to be made in the Federal Register 
during the week of December 17, 1979. In order to 
assist the Commission to determine whether to 
approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons 
are invited to submit written data, views, and argu- 
ments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR- 
NASD-79-12. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule change which are 
filed with the Commission and all written communi- 
cations relating to the proposed rule change 
between the Commission and person, other than 
the provisions of section 552 of title 5, United States 
Code, will be available for inspection and copying at 
the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and or any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Reg- 


ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16427/December 14, 1979 


In the Matter of 


THE NATIONAL ASOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(SR-NASD-79-13) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’), notice is hereby given that on October 26, 
1979, the National Association of Securities Deal- 
ers, Inc. (“NASD”) filed with the Commission copies 
of a proposed rule change to revise the specifica- 
tions for the registered options principal (‘‘ROF’’) 
examination.’ 


Interested persons are invited to submit written 
data, views and arguments concerning the submis- 
sion within 21 days from the date of this publication. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR- 
NASD-79-13. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 





'The NASD has stated that this proposed rule 
change does not represent its complete response to 
the Options Study recommendation concerning 
revision of the ROP exam. See Securities Exchange 
Act Release No. 15575 (February 22, 1979). The 
NASD has stated its intention to revise further the 
ROP exam in accordance with the Options Study 
recommendations, approximately 90 days following 
Commission approval of the self-regulatory organi- 
zation rules packages designed to address the 
Options Study recommendations. 
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proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change between the Commis- 
sion and any person, other than those which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C: 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder appli- 
cable to the NASD, and in particular, the require- 
ments of Section 15A and the rules and regulations 
thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, 
since the revised examination specifications 
represent an improvement over previously adminis- 
tered examinations. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16428/December 17, 1979 


In the Matter of 


CINCINATTI STOCK EXCHANGE 
209 Dixie Terminal Building 
Cincinnati, Ohio 45202 


(SR-CSE-79-8) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
““Act’’), notice is hereby given that on November 20, 
1979, the Cincinnati Stock Exchange (‘‘CSE”’) filed 
with the Commission copies of a proposed rule 
change which would amend Section 9.3 of Article Il 
of the By-Laws of the Exchange, concerning the 
valuation by and sale to the Exchange of proprietary 
memberships, to limit the amount to be paid by the 
CSE, upon written demand, in redeeming proprie- 
tary membership certificates. Under the proposed 
amendment, the CSE would pay 80 percent of a 
certificate’s value where redemption of a proprie- 
tary membership is sought because a member has 
died or has a bona fide intention of retiring perma- 
nently from the broker-dealer business. The CSE 
would pay 50 percent of the value of a certificate 
where redemption is sought by a member without a 
bona. fide intention of retiring from the broker- 
dealer business. These percentages are currently in 
effect under the present Section 9.3, but were sche- 
duled to increase on January 1, 1980. The value of a 
proprietary membership is computed by dividing the 
adjusted net capital of the CSE as of the valuation 
date by the number of certificates of proprietary 
membership outstanding as of that date. The pro- 
posal also would allow the CSE to hold back a por- 
tion of the redemption price until after the end of the 
fiscal year so that adjustments in the value can be 
made to reflect the year-end audit results. 


Interested persons are invited to submit written 
date, views and arguments concerning the submis- 
sion within 21 days from the date of this publication. 
Persons desiring the make written comments 
should file six copies thereof, with the Secretary of 
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the Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-CSE-79-8. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change between the Commis- 
sion and any person, other than those which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
BC. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder appli- 
cable to national securities exchanges, and in par- 
ticular, the requirements of Section 6 of the Act and 
the rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
order that the amounts which the CSE pays when 
redeeming proprietery membership certificates 
may be frozen at the current percentages rather 
than rising on January 1, 1980, as was previously 
scheduled. The CSE states that the proposed rule 
change is necessary to insure the maintenance of a 
net capital account sufficient to assure its con- 
tinued operations. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the ACt, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16429/December 17, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY 


File No. SR-CBOE-79-13 


The Chicago Board Options Exchange Inc. (“CBOE”) 
submitted on November 28, 1979, a proposed rule 
change under Rule 19b-4 to permit floor brokers, 
board brokers and order book officials holding 
options orders to sell at the market to convert such 
orders to limit orders to sell at 1/16th where the 
public limit order book is displaying sell orders at a 
price of 1/16th, without resubmitting the order to 
the originating member firm office. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 17, 1979. In order to assist the Commis- 
sion to determine whether to approve the proposed 
rule change or institute proceedings to determine 
whether the proposed rule change should be disap- 
proved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-79-13. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change between the Commis- 
sion and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Re- 
gulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16430/December 18, 1979 


The Securities and Exchange Commission 
announced pursuant to Section 1 2(k) of the Securi- 
ties Exchange Act of 1934 (‘Exchange Act’’) the 
single ten-day suspension of over-the-counter trad- 
ing period commencing at 9:30 A.M. (EST) on 
December 18, 1979, and terminating at midnight 
(EST) on December 27, 1979, of the common stock 
of Horizon Energy Corporation, formerly called 
Swing Bike, Inc., a Utah corporation with principal 
executive offices located at 2285 South 300 West, 
Salt Lake City, Utah. 


The Commission suspended trading in the common 
stock of Horizon Energy Corp., formerly Swing Bike, 
Inc., because of questions concerning the accuracy 
of certain information regarding the testing and 
demonstration of a product which Horizon Energy* 
Corp. claims to be a process to produce hydrogen 
and oxygen gas from the catalytic disassociation of 
water. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they 
should carefully consider the foregoing information 
along with other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension, no quotation may be entered unless and 
until they have strictly complied with all the provi- 
sions of said rule. If any brokers or dealer has any 
questions as to whether or not he has complied 
with said rule, he should not enter any quotation, 
but immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any brokers or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule 
and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission 
will consider the need for prompt enforcement 
action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16431/December 18, 1979 


In the Matter of 


THE NATIONAL ASSOCIATION OF SECURI- 
TIES DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(SR-NASD-79-9) 


ORDER APPROVING PROPOSED RULE CHANGE 


On October 9, 1979, the National Association of 
Securities Dealers, Inc. (“NASD”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the “‘Act’’) and Rule 19b-4 thereunder, 
copies of a proposed rule change which would dis- 
continue the practice of applying a portion of the fee 
an issuer pays to have its securities listed on an 
exchange as a credit toward the NASDAQ System's 
issuer fees. The NASD states that fundamental 
changes in the dissemination and display of over- 
the-counter quotations in listed securities since the 
adoption of the NASDAQ issuer quotation fees in 
1974 (especially the NASDAQ Consolidated Quota- 
tion Service and Securities Exchange Act Rule 
11Ac1-1) prompted this proposed change in policy. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16336, 
November 13, 1979) and by publication in the Fed- 
eral Register (44 FR 66717, November 20, 1979). 
No comments were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulationsthereunder appli- 
cable to registered securities associations and in 
particular the requirements of Section 15A and the 
rules and regulations thereunder. Among other 
things, that section requires that the rules of the 
association provide for the equitable allocation of 
reasonable dues, fees, and other charges among 
members and issuers and other persons using any 
facility or system which the association operates or 
controls. 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market Re- 
gulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16432/December 18, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGES BY MUNICIPAL SECU- 
RITIES RULEMAKING BOARD 


File No. SR-MSRB-79-13 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on December 12, 1979, pro- 
posed rule changes under Rule 19b-4 (17 CFR 
240.19b-4) to amend MSRB rule A-13 to provide 
that, after January 1, 1980, municipal securities 
brokers and municipal securities dealers need not 
pay an underwriting assessment fee for any new 
issue of municipal securities with an aggregate par 
value of less than $1,000,000. The proposed rule 
changes would also require underwriters of such 
issues to file MSRB Form A-13 at the end of each 
quarter rather than within 30 days of settlement 
with the issuer. 


The foregoing rule changes have become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule changes, the 
Commission may summarily abrogate such rule 
changes if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
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December 24, 1979. In order to assist the Commis- 
sion to determine whether to abrogate the proposed 
rule changes, interested persons are invited to sub- 
mit written data, views and arguments concerning 
the submission within 21 days from the date of 
this publication in the Federa/ Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Ref- 
erence should be made to File No. SR-MSRB-79-13. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule changes which 
are filed with the Commission and of all written 
communications relating to the proposed rule 
changes between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission's Public Reference room, 1100 L 
Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market Re- 
gulation pursuant to delegated authority. 


George A. Fitzsimmons ® 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16433/December 18, 1979 


An order has been issued granting the application of 
POLYCHROME CORPORATION to withdraw its 10- 
1/2% Senior Sinking Fund Debentures from listing 
and registration on the American Stock Exchange, 
Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16434/December 18, 1979 


An order has been issued granting the application of 
AYDIN CORPORATION to withdraw its common 
stock (Par Value $1.00) from listing and registration 
on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16435/December 19, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (Par Value 1¢) of LANDALL COR- 
PORATION from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16436/December 19, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6170/December 19, 1979 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16437/December 19, 1979 


Admin. Proc. File No. 3-5282 


In the Matter of 


EDWARD J. BLUMENFELD 
4308 Sunny Slope Drive 
Memphis, Tennessee 


OPINION OF THE COMMISSION 


BROKER-DEALER PROCEEDINGS 


Grounds for Remedial Action 
Fraud 
Unfair Markups 


Injunction 


Where salesman made fraudulent recommenda- 
tions and statements in connection with his offer 
and sale of municipal bonds, charged customers 
excessive markups, and had been enjoined from 
fraudulent practices, He/d, in the public interest to 
bar salesman from association with any broker or 
dealer. 


APPEARANCES: 
Jerry B. Martin, for Edward J. Blumenfeld. 


Joseph L. Grant, James E. Long and Pamela 
Bethel Threadgill, for the Commission's Division 
of Enforcement. 


Edward J. Blumenfeld, who was a salesman for 
Shelby Bond Service Corporation, formerly a 
municipal bond dealer,’ appeals from the adverse 
decision of an administrative law judge. The law 





‘Shelby went out of business in December 1975. 
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judge found that, during the period from about Janu- 
ary to June 1975, Blumenfeld violated antifraud 
provisions in connection with the sale of various 
municipal bonds. In addition, the law judge found 
that Blumenfeld had been permanently enjoined 
from violations of those provisions.2 He concluded 
that Blumenfeld should be barred from association 
with any broker or dealer. On the basis of an inde- 
pendent review of the record, we make the follow- 
ing findings.® 


Blumenfeld made fraudulent representations in 
connection with his recommendation and sale to a 
customer of Washington County (Tennessee) Utility 
District (““WWCUD"’) bonds in March 1975. He told the 
customer that the bonds were “‘‘a good buy” and a 
safe investment, and assured him that the bonds 
would eventually be paid in full since ‘people had to 
have utilities.” Blumenfeld did not give the custo- 
mer any current financial information. 


There was no reasonable basis for Blumenfeld’s 
representations. An audit report then on file with 
the State of Tennessee disclosed that WCUD wasin 
serious financial difficulties. For the fiscal year 
ended June 30, 1974, it had incurred a net loss 
(before depreciation and amortization) of about 
$107,000, thereby increasing its total deficit to 
more then $337,000. The report also disclosed that 
WCUD had not always used the proceeds of its 
various bond issues for the purposes stated in its 
bond resolutions, and that, not ony had it failed to 
comply with sinking fund requirements, it was 
unable to do so. 


Blumenfeld testified that he talked with both 
WCUD's operations manager and its paying agent 





2Subsequent to the issuance of the initial decision 
herein, Blumenfeld consented to the entry of 
another permanent injunction in an action arising 
out of his activities at Shelby, without admitting or 
denying the allegations of this Commission's com- 
plaint. S.E.C. v. Shelby Bond Service Corporation, et 
al., Civil Action No. C-77-2236 (W.D. Tenn.). See 
Litigation Release No. 8822 (July 17, 1979), 17 SEC 
Docket 1362. 


3Our findings are based on a clear and convincing 
standard of proof. 


‘About a year after Blumenfeld’s sale to the custo- 
mer, WCUD defaulted in making interest payments. 


1380/SEC DOCKET 


who assured him that “everything was fine” and 
that WCUD had no problems. However, despite Blu- 
menfeld’s repeated requests for current financial 
statements from the operations manager, Blumen- 
feld never received any such statements. Neverthe- 
less, he continued to recommend and sell WCUD 
bonds. 


Blumenfeld also recommended the purchase of cer- 
tain Alabama industrial revenue bonds although he 
had no financial information concerning the issuer. 
He testified that Shelby’s president had informed all 
of the salesmen, “If anybody can sell these bonds, | 
will give you a watch of your choice.’ The salesmen 
were told the amount of bonds available, the inter- 
est they paid, and their type, price and maturity date. 
Shelby’s president also stated that he had called the 
paying agent who told him that the bonds had never 
been in default. Solely on the basis of this informa- 
tion, Blumenfeld recommended and sold the bonds 
in question. 


Every salesman who recommends securities, par- 
ticularly those of little known issuers, is under a 
duty to investigate in order to make sure that his 
recommendations have a reasonable basis.° As we 
have previously pointed out: 


“{O]ral assurances . . . [can] not be used 
as a substitute for the concrete financial 
data called for in situations such as 
this . . . .Eachsalesman hasan obligation 
to deal fairly with his customers. Hence no 
salesman can recommend an unknown or 
little known security unless he has himself 
seen reliable financial data that supply him 
with a reasonable basis for his recommen- 
dation. This is especially true of debt securi- 
ties.’"© (Emphasis supplied.) 





5In Hanly v. S.E.C., 415 F.2d 589 (C.A. 2, 1969), the 
Court of Appeals for the Second Circuit stated, at p. 
597: 


“Insummary, thestandards . . . arestrict. 
[A salesman]cannot recommend a security 
unless there is an adequate and reasonble 
basis for such recommendation. He must 
disclose facts which he knows and those 
which are reasonably ascertainable. By his 
recommendation he implies that a reasona- 
ble investigation has been made and that 
his recommendation rests on the conclu- 
sions based on such investigation.” 


6Willard G. Berge, Securities Exchange Act Release 
No. 12846 (September 30, 1976), 10 SEC Docket 
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Lacking current financial information, Blumenfeld 
had no reasonable basis for the recommendations 
and representations that he made.’ We accordingly 
conclude, as did the administrative law judge, that 
Blumenfeld willfully violated the antifraud provi- 
sions of Section 17(a) of the Securities act and Sec- 
tion 10(b) of the Securities Exchange Act and Rule 
10b-5 thereunder.® 


The record establishes that, in eight sales of munici- 
pal bonds effected by Blumenfeld during the period 





Footnote 6, continued: 


600, 602, aff'd sub nom. Feeney v. S.E.C., 564 F.2d 
260 (C.A. 8, 1977). See also Richard C. Spangler, 
Inc., Securities Exchange Act Release No. 12104 
(February 12, 1976) 8 SEC Docket 1257, 1264; 
Cortlandt Investing Corporation, 44 S.E.C. 45, 52 
(1969); Crow, Brourman & Chatkin, Inc., 42 S.E.C. 
938, 947-948 (1966). 


11n Charles Michael West, Securities Exchange Act 
Release No. 15454 (January 2, 1979), 16 SEC 
Docket 592, we stated at p. 595: ‘‘[T]here [is] no 
reasonable basis for recommending speculative 


debt securities to customers [without] the requisite 
financial information.” 


8Assuming that the Supreme Court's decision in 
Ernst & Ernst v. Hochfelder, 425 U.S. 185 (1976), is 
applicable to proceedings of this sort, a position 
with which we disagree, we find that Blumenfeld 
had the requisite scienter. We note, however, that 
Hochfelder has no bearing on Sections 17(a)(2) and 
17(a)(3) of the Securities Act, and all of our findings 
of fraud are made under both those sections. Our 
findings that Blumenfeld also violated Section 
17(a)(1) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder are 
merely cumulative, and the sanction we are impos- 
ing would be the same even if we had made no 
findings under those provisions and had made find- 
ings solely under either Section 17(a)(2) or Section 
17(a)(3). 


Blumenfeld cmplains that the administrative law 
judge unfairly held him responsible for Shelby’s 
high pressure sales operations, and improperly 
relied on the allegations in a 1973 Commission 
injunctive complaint, and on a court opinion issued 
in connection with a preliminary injunction entered 
against him in another action. However, we have 
not held Blumenfeld responsible for Shelby’s opera- 
tions. Nor have we based any of our findings on 
either the allegations or the opinion in question. 
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January to June 1975, the undisclosed markups 
charged customers ranged from 8% to 25.3% above 
the contemporaneous prices that Shelby paid other 
dealers for the securities in question.® In one addi- 
tional transaction, the markup was 50% over Shel- 
by’s same-day cost. We agree with the 
administrative law judge that Blumenfeld charged 
customers excessive markups in these 
transactions. 


Blumenfeld argues that there is no evidence that 
the bonds contemporaneously purchased by Shelby 
were the same bonds he sold, and that markups 
should not be computed solely on the basis of the 
seller's contemporaneous cost. '° 


These contentions are without merit. It is irrelevant 
whether or not the bonds Blumenfeld sold were 
those which Shelby purchased at the same time. 
Even if Shelby had a prior position in the bonds, 
Blumenfeld was only entitled to charge a fair mar- 
kup over current market prices.'' And we have 
repeatedly pointed out that, in the absence of coun- 
tervailing evidence, a dealer’s contemporaneous 
cost is the best evidence of those prices,'? a stand- 
ard that has been accorded judicial approval.'? 


Blumenfeld further argues that no expert testimony 
was offered as to what markup would be considered 
excessive in the industry. However, no such testim- 
ony was necessary. We have consistently held that, 
at the least, markups of more than 10% are fraudu- 





%In seven instances, the markup is based on Shel- 
by’s same-day cost. In one instance, a markup of 
17.6%, it is based on the price which Shelby paid 
within one day of the sale in question. 


‘Blumenfeld also claims that a staff witness indi- 
cated that markups as high as 100% might be per- 
missible in some circumstances. However, the 
record does not support that claim, and there are no 
circumstances that would justify markups of that 
amount. 


"See Charles Michael West, supra, 16 SEC Docket 
at 594 and the authorities there cited. 


12/q. 


'3Barnett v. S.E.C., 319 F.2d 340, 344 (CA. 8, 
1963). 
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lent in the sale of equity securities.'* And we have 
found markups in excess of 7% fraudulent in con- 
nection with such sales.'® Markups on municipal 
bonds are generally lower than those for equity 
securities.'© As one court has noted, ‘‘[I]t is the 
practice in the municipal bond industry to charge a 
retail customer a price which is no more than one- 
quarter of one per cent to five per cent over the then 
current market price for a bond.’’'” 


We conclude that the markups Blumenfeld charged 
in the above transactions were clearly excessive. 
We accordingly find that, in connection therewith, 
he willfully violated the above-cited antifraud 
provisions. '® 


IV 


On September 13, 1973, in an action which was 
based on Blumenfeld’s activities while employed by 
another dealer in municipal bonds, a permanent 
injunction was entered against him. With his con- 
sent, and without his admitting or denying the 
charges in this Commission's complaint, Blumen- 
feld was enjoined from violating the above antifraud 
provisions by, among other things, making material 
misstatements and charging unfair prices in con- 
nection with the purchase or sale of securities.'® 





'4See, e.g., J.A. Winston & Co., Inc., 42 S.E.C. 62, 69 
(1964); Robert M. Garrard, Securities Exchange Act 
Release No. 12219 (March 17, 1976), 9 SEC Docket 
210, 211 n. 5. 


'SCentury Securities Company, 43 S.E.C. 371, 379 
(1967). 


'6See Charles Michael West, supra, 16 SEC Docket 
at 594 n. 12. 


17S.E.C. v. Charles A. Morris & Associates, Inc., 386 
F. Supp. 1327, 1334 n. 5 (W.D. Tenn. 1973). 


'8Our discussion in n. 8, supra, is also applicable to 
our findings of antifraud violations in connection 
with the unfair markups that Blumenfeld charged 
customers. 


'9S.E.C. v. Investors Asociates of America, Inc., et 
al., Civil Action No. C-72-367 (W.D. Tenn.). Blumen- 
feld was also ordered, pursuant to his consent, to 
pay $2500 “for the purpose of disgorging the gross 
profit realized . . . on the transactions alleged by 
the plaintiff to be improper and illegal... .” 
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Vv 


We agree with the administrative law judge that 
Blumenfeld should be barred from association with 
any broker or dealer. Respondent's actions cannot 
be attributed to mere negligence, inexperience or 
innocent overreaching. Just a year and a half ear- 
lier, he had been permanently enjoined from engag- 
ing in the very same illegal practices. 


Even a novice in the securities business should 
have realized that a salesman cannot recommend 
highly speculative debt securities without first 
obtaining the most basic and important information 
concerning the issuer—its current financial situa- 
tion. To have made such recommendations, and to 
have assured a customer of the safety of his invest- 
ment without that information, were egregious 
violations. 


In addition, Blumenfeld was fully cognizant of the 
excessive prices that he charged customers. He 
could hardly be oblivious to the fraudulent nature of 
markups ranging as high as 50% above the contem- 
poreneous prices he paid for the securities in ques- 
tion on Shelby’s behalf. Under the circumstances, 
respondent's actions manifested a blatant indiffer- 
ence to the obligation of fair dealing borne by those 
in the securities business. 


We recognize the serious effect of the imposition of 
a bar. Yet we are convinced that a lesser remedy will 
not suffice. We do not seek to punish Blumenfeld, 
but to protect the public from further harm at his 
hands. Indeed, as one court has observed in a case 
involving unfair markups, “[t]he essential objective 
of securities legislation is to protect those who do 
not know market conditions from the overreachings 
of those who do.’’2° On the basis of his callous 
disregard for the securities laws, there is little rea- 
son to expect that Blumenfeld will refrain from 
future misconduct. 


Finally, when we deal with the public interest 
requirements in a particular case, we must also 
weigh the effect of our decision on the welfare of in- 
vestors as aclass and on standards of conduct inthe 
securities business generally. If these proceedings 





20Charles Hughes & Co. v. S.E.C., 130 F.2d 434, 437 
(C.A. 2, 1943), cert. denied, 321 U.S. 786 (1944). 
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are to be truly remedial, they must have a deterrent 
effect not only on the respondent before us but also 
on others who may be tempted to engage in similar 
violations.?' 


Under all the circumstances, including the prior 
injunction issued against Blumenfeld which failed 
to have any deterrent effect, we are convinced that 
the public interest requires that Blumenfeld be 
barred from further association with any broker or 
dealer. 


An appropriate order will issue.?? 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS, POLLACK and 
KARMEL). 


George A. Fitzsimmons 
Secretary 








21See Arthur Lipper Corporation v. S.E.C.,547 F.2d 
171, 184 (C.A. 2, 1976): ‘The purpose of such 
severe sanctions must be to demonstrate not only to 
petitioners but to others that the Commission will 
deal harshly with egregious cases.” 


22Blumenfeld’s exceptions are overruled or sus- 
tained to the extent that they are inconsistent or in 
accord with the views expressed in this opinion. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16437/December 19, 1979 


Admin. Proc. File No. 3-5282 


In the Matter of 


EDWARD J. BLUMENFELD 
4308 Sunny Slope Drive 
Memphis, Tennessee 


ORDER IMPOSING REMEDIAL SANCTION 


On the basis of the Commission's opinion issued 
this day, it is 


ORDERED that Edward J. Blumenfeld be, and he 
hereby is, barred from association with any broker 
or dealer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16438/December 19, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 


(File No. SR-OCC-79-8) 


Options Clearing Corporation submitted on 
December 12, 1979, a proposed rule change, pur- 
suant to Rule 19b-4 under the Securities Exchange 
Act, extending the deadline for filing exercise noti- 
ces with OCC on regular trading days and also per- 
mitting exercise notices to be revoked or modified 
until 7:00 p.m. on the date of filing. 
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Publication of the submission is expected to be 
made in the Federa/ Register during the week of 
December 24, 1979. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
‘should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR- 
OCC-79-8. 


Copies of the submission, with accompoanying 
exhibits, and of all written comments will be availa- 
ble for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16439/December 19, 1979 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common stock (Par Value $3) of TOBIN PACKING 
CO., INC. from listing and registration thereon. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16440/December 19, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-79-17 


The Midwest Stock Exchange, Inc. (“MSE”) submit- 
ted on November 1, 1979, a proposed rule change 
under Rule 19b-4 to adopt a set of rules that would 
conform its present rules on arbitration’ to the Uni- 
form Code of Arbitration (‘‘Code’’),2 which was 
drafted by the Securities Industry Conference on 
Arbitration (‘““SICA”),3 and which provides arbitra- 
tion procedures for the settlement of disputes aris- 
ing between customers and broker-dealers. 


The proposal revokes the present MSE arbitration 
rules and adopts the entire Code as new MSE Rules 
23 and 24. The proposal also incorporates the sim- 
plified arbitration drafted by SICA and adopted by 





'For the MSE’s current arbitration rules, see, MSE 
Rules 23-24. 


2The Code was published on December 28, 1978, as 
the “Second Report of the Securities Industry Con- 
ference on Arbitration to the Securities and 
Exchange Commission.” 


3SICA was organized on April 5, 1977, pursuant to 
the Commission's stated position that there was a 
need to implement a nationwide investor dispute 
resolution system. See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 
FR 23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, Incor- 
porated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the Munici- 
pal Securities Rulemaking Board; the National 
Association of Securiites Dealers, Inc.; the New 
York Stock Exchange, Inc.; the Pacific Stock 
Exchange, Incorporated; the Philadelphia Stock 
Exchange, Inc., as well as the Securities Industry 
Association and three public representatives. 
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the MSE on December 8, 1978,* regarding small 
claims not exceeding $2500. The proposed rule 
change will apply to claims between members as 
well as to claims against members raised by custo- 
mers and non-members. 


The stated purpose of this proposal is to provide 
investors with a simple and inexpensive procedure 
for resolution of their controversies with broker- 
dealers who are members of the MSE. Further, the 
proposal anticipates that the Code will be adopted 
by other self-regulatory organizations thereby pro- 
viding a uniform system of arbitration throughout 
the securities industry. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. In order to assist the Commis- 
sion to determine whether to approve the proposed 
rule change or institute proceedings to determine 
whether the proposed rule change should be disap- 
proved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written comments should file six copies the- 
reof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-79-17. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change which are filed with the 
Commission and any person, other than those 
which may be withheld from the public in accor- 
dance with the provision of 5 U.S.C. §552, will be 
available for inspection and copying at the Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Securities Exchange Act Release No. 15390, 16 
SEC Docket 425 (December 26, 1978), 43 FR 60681 
(December 28, 1978). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16441/December 19, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE 


File No. SR-CSE-79-5 


The Cincinnati Stock Exchange (‘‘CSE"’) submitted 
on November 20, 1979, a proposed rule change 
under Rule 19b-4 to revise existing Article IV, Sec- 
tion 2 of the CSE By-Laws to clarify that the exten- 
sion of unlisted trading privileges in a particular 
security by the CSE is subject to approval by the 
Commission. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
aproved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desir- 
ing to make written submissions should file six 
copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Ref- 
erence should be made to File No. SR-CSE-79-5. 


Copies of the submission, with accompoanying 
exhibits, and of all written comments will be availa- 
ble for public inspection at the Securities and 
Exchange Commission's Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16442/December 19, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-79-15. 


The American Stock Exchange, Inc. (‘““Amex’’) sub- 


mitted on November 7, 1979, a proposed rule 


change under Rule 19b-4 to adopt a set of rules that 
would conform its present rules on arbitration’ to 
the Uniform Code of Arbitration (‘‘Code”’),2 which 
was drafted by the Securities Industry Conference 
on Arbitration (““SICA’’)®. The Code provides arbi- 
tration procedures for the settlement of disputes 
arising between customers and broker-dealers. 


The stated purpose of this proposal is to provide 
investors with a simple and inexpensive procedure 
for resolution of their controversies with broker- 
dealers who are members of the Amex. Further, the 
proposal anticipates that the Code will be adopted 





'For the Amex’s current arbitration rules, see, Amex 
Rules 601-610. 


2The Code was published on December 28, 1978, as 
the “Second Report of the Securities Industry Con- 
ference on Arbitration to the Securities and 
Exchange Commission.” 


3SICA was organized on April 5, 1977, pursuant to 
the Commission's stated position that there was a 
need to implement a nationwide investor dispute 
resolution system. See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 
FR 23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, Incor- 
porated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the Munici- 
pal Securities Rulemaking Board; the National 
Association of Securiites Dealers, Inc.; the New 
York Stock Exchange, Inc.; the Pacific Stock 
Exchange, Incorporated; the Philadelphia Stock 
Exchange, Inc., as well as the Securities Industry 
Association and three public representatives. 
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by other self-regulatory organizations thereby pro- 
viding a uniform system of arbitration throughout 
the securities industry. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. In order to assist the Commis- 
sion to determine whether to approve the proposed 
rule change or institute proceedings to determine 
whether the proposed rule change should be disap- 
proved, interested persons are invited to submit 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written comments should file six copies the- 
reof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-79-17. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change which are filed with the 
Commission and any person, other than those 
which may be withheld from the public in accor- 
dance with the provision of 5 U.S.C. §552, will be 
available for inspection and copying at the Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21341/December 14, 1979 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5831) 


NOTICE OF PROPOSAL TO EXTEND EXPIRATION 
DATES OF INTRASYSTEM LOANS 


NOTICE IS HEREBY GIVEN that the National Fuel 
Gas Company (“National”), a registered holding 
company, and National Fuel Gas Supply Corpora- 
tion (‘Supply’), a wholly-owned subsidiary of 
National have filed a post-effective amendment to 
an application-declaration previously filed with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (’’Act’’), designating Sections 
6(a), 7, 9(a), 10, 12(b) and 12(f) of the Act and Rules 
43 and 45 promulgated thereunder as applicable to 
the proposed transactions. All interested persons 
are referred to the amended application- 
declaration, which is summarized below, for acom- 
plete statement of the proposed transactions. 


By order dated May 10, 1976 in this matter (HCAR 
No. 19521) the Commission, among other actions, 
authorized National to loan to Supply a portion of 
the proceeds of National’s unsecured short-term 
borrowings from The Chase Manhattan Bank, N.A. 
(“Chase”) and a portion of the proceeds of Nation- 
al’s sale of preferred stock. 


Pursuant to such authorization National issued and 
sold a twelve-month note in the amount of 
$4,900,000 to Chase on December 31, 1976 and 
loaned the proceeds to Supply in exchange for Sup- 
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ply’s note maturing December 31, 1977. Supply 
used the $4,900,000 for construction at existing 
wells. Although National prepaid its note to Chase, 
Supply’s corresponding note to National was not 
prepaid. National also issued and sold $30,000,000 
of its preferred stock pursuant to the May 10, 1976 
order of the Commission, and loaned $5,000,000 of 
the proceeds to Supply in exchange for Supply's 
note maturing December 31, 1977. 


When National and its subsidiaries filed the above 
application-declaration, it was anticipated that all 
necessary approvals, including that of the Federal 
Energy Regulatory Commission (“FERC”) would be 
received by December 31, 1977, so that, among 
other things, (a) Supply Corporation would be per- 
mitted to transfer, and National Gas Storage Corpo- 
ration (‘Storage’) would be permitted to acquire 
from Supply, facilities, materials and preliminary 
development at certain operating and undeveloped 
storage areas (‘Storage Project’’) and (b) Storage 
would be permitted to issue certain of its securities 
to Supply and to National. Due to delays in the 
proceedings before the FERC, the Commission 
authorized the extension of the maturity of Supply's 
$4,900,000 note to National by order dated Sep- 
tember 20, 1977 (HCAR 20181). The maturity date 
was extended from December 31, 1977 to 
December 31, 1978. The Commission also autho- 
rized the extension of the maturity of Supply's 
$5,000,000 note to National from December 31, 
1977 to December 31, 1978, by its order dated 
December 14, 1977 (HCAR 20317). Further delays 
in the FERC proceedings necessitated a further 
extension of the maturity date of such notes to 
December 31, 1979, which the Commission autho- 
rized in its order dated December 27, 1978 (HCAR 
20848). After prolonged proceedings, FERC issued 
an order in June, 1979, which directed that the 
development of storage project should proceed in 
phases. The order also authorized ‘‘Phase |"’ of the 
storage project, and Supply has undertaken certain 
construction activities in accordance with such 
FERC order. However, due to the delay in the FERC 
proceedings, it is not anticipated that Storage will 
begin operations and start rendering storage service 
to non-affiliated customers until April, 1980. 


Accordingly, National and Supply propose that the 
authorization given National to loan and of Supply to 
borrow, be extended, so that National may: (1) loan 
or reloan $4,900,000 to Supply in exchange for a 
promissory note maturing at the earlier of 
December 31, 1980 or the date of completion of the 
capitalization of Storage on the same terms as auth- 
orized by the Commission's previous orders in this 
matter, and (2) loan or reloan $5,000,000 to Supply 
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Corporation in exchange for a promissory note mat- 
uring at the earlier of December 31, 1980 or the 
date of completion of the capitalization of Storage 
on the same terms as authorized by the Commis- 
sion’s previous orders in this matter. 


It is stated that no special or separable fees, com- 
missions or expenses will be incurred in connection 
with the proposed transactions. It is further stated 
that no state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 7, 1980, request in 
writing that a hearing be held on such matter, stat- 
ing the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, 
the application-declaration, as amended or as it 
may be further amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursusant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21342/December 14, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
25 Research Drive 
Westborough, Massachusetts 01581 


(70-6384) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK PURSUANT TO EMPLOYEE'S SHARE 
OWNERSHIP PLAN AND REQUEST FOR EXEMP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Elect- 
ric System (‘‘NEES"), aregistered holding company, 
has filed an application-declaration and an amend- 
ment thereto with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 6(a) and 7 of the Act and Rule 
50 promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


NEES and its subsidiaries propose to establish The 
New England Electric System Companies Incentive 
Thrift Plan (‘‘Plan”). Pursuant to the Plan, NEES 
proposes to issue and sell from time to time through 
December 31, 1984, up to 1,000,000 shares of its 
authorized but unissued common shares, $1 par 
value. Under the Plan, employee contributions will 
be supplemented by employer contributions, part of 
which will be determined by corporate perfor- 
mance. The proceeds from the sale will be used for 
investment in NEES’ subsidiaries or for payment of 
NEES’ indebtedness. 


Participating companies are NEES, Granite State 
Electric Company, Massachusetts Electric Com- 
pany, The Narragansett Electric Company, New 
England Power Company, and New England Power 
Service Company (‘‘Employers’’). Each employee of 
a participating company who is not included in a 
unit of employees covered by a collective bargaining 
agreement and who has completed one year of ser- 
vice is eligible to participate in the Plan. 
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Participants may contribute from 1% to 11% of their 
compensation to the Plan. Each participant's contri- 
bution up to 3% will be a Basic Contribution. Contri- 
butions in excess of 3% will be a Supplemental 
Contribution. Participants may change the percen- 
tage of their contribution on the first day of any 
month. 


The Employers shall contribute monthly on behalf of 
each participant an amount equal to 50% of the 
participant’s Basic Contribution. In addition, the 
Employers will make an annual contribution equal 
to a percentage of the participant's total Basic Con- 
tributions during the year. Such percentage shall be 
linked to the NEES companies return on average 
common equity for the year. For each 0.1% that the 
return on average common equity exceeds 12%, an 
additional 2% of the participant’s Basic Contribu- 
tions for the year will be contributed by the Employ- 
ers, up to a maximum additional contribution of 
50%. There will be no matching of participant's 
Supplemental Contributions by the Employers. 


The monthly contributions made by participants and 
Employers shall be remitted to the trustee, the First 
National Bank of Boston, and credited to the individ- 
ual accounts of the participants. Each participant's 
contribution shall be invested by the trustee, as 
directed by the participant, in one or more of the 
following three funds: (a) the Fixed Income Fund, 
which will earn a guaranteed minimum rate of 
return; (b) the Equities Fund, consisting of stocks (or 
bonds or other securities convertible into stocks) 
and similar types of equity investments, but exclud- 
ing the Employer's securities; and (c) the NEES 
Share Fund consisting of NEES common shares 
purchased in the open market or from NEES. 
Employer Contributions on behalf of participants 
shall be invested entirely in NEES common shares. 
Participants contributions are fully vested at all 
times. Employer contributions shall become vested 
at the earlier of (a) the end of the fourth year of Plan 
participation or (b) the participants retirement at age 
61 or later, total and permanent disability, death or 
termination by employer without cause. 


Participants may, subject to certain restrictions, 
apply for distribution of a portion or all of the bal- 
ance in their accounts. In the case of retirement, 
participants may elect one of several methods of 
distribution. 


The administrative expenses of the Plan shall be 
paid by the Employers. Brokerage fees, commis- 
sions, taxes and expenses incident to the income or 
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assets of the trust or the purchase or sale of securi- 
ties will be paid by the participants. 


At the discretion of the Retirement Trust Commit- 
tee, the responsibility for the investment manage- 
ment of the Plan assets held in each fund may be 
divided among one or more investment managers. 
The Incentive Thrift Plan Committee shall be the 
named fiduciary who shall have authority to control 
and manage the operation and administration of the 
Plan. 


No amendment of the Plan may be made which will 
(1) deprive any participant or beneficiary of any part 
of an account existing on the date of such amend- 
ment; (2) result in the reversion to an Employer of 
any part of the funds contrary to the provisions of 
the Plan; or (3) increase the duties or liabilities of the 
trustee without its written consent. Any employer, 
with the written consent or vote of the board of 
directors of each other employer, may terminate the 
Plan at anytime. 


NEES requests an exemption from the competitive 
bidding requirements of Rule 50 for such issuance 
and sale pursuant to Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
amendment. It is stated that no state commission or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 9, 1980, request in 
writing that a hearing be held on such matter, stat- 
ing the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended, which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicant-declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
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such rules as provided in Rules 20(a) and 100 the- 
reof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21343/December 18, 1979 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6394) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Indiana and Michi- 
gan Electric Company (“I&M”), an electric utility 
subsidiary company of American Electric Power 
Company, Inc. (“AEP’’), a registered holding com- 
pany, has filed with this Commission a declaration 
pursuant to the Public Utility Holding Company Act 
of 1935 (’‘Act’’), designating Sections 6 and 7 of the 
Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


1&M proposes to issue and sell, subject to competi- 
tive bidding requirements of Rule 50 under the Act, 
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up to $55,000,000 aggregate principal amount of 
its first mortgage bonds of a new series (“Bonds”), 
to mature in not less than 5 years and not more than 
30 years. The interest rate (which will be expressed 
ina multiple of 1/8 of 1%) and the price to be paid to 
1&M for the Bonds which shall not be less than 
100%, unless the Company shall authorize a lower 
percentage not less than 99%, and shall not exceed 
102.75%) will be determined by competitive bid- 
ding. The terms of the Bonds will preclude |&M from 
redeeming any such Bonds prior to a date five years 
subsequent to the first day of the month in which 
the Bonds are first authenticated and delivered, if 
such redemption is for the purpose of refunding 
such Bonds through the use, directly or indirectly, of 
borrowed funds at an effective interest cost of less 
than the effective interest cost to 1&M of such 
Bonds. The Bonds will be issued under an indenture 
supplemental (‘““Supplemental Indenture”’) to |&M's 
Mortgage and Deed of Trust, dated as of June 1, 
1939, as amended and supplemented, and that, in 
the Supplemental Indenture, |&M will formally con- 
vey to the Trustees under said Mortgage and Deed 
of Trust the properties formally owned by Indiana & 
Michigan Power Company, which were acquired by 
1&M as a result of the merger which was completed 
on November 30, 1979. The Bonds will not be 
issued and sold, however, unless |&M shall receive, 
subsequent to December 31, 1979 and prior tosuch 
sale, one or more cash capital contributions in an 
aggregate amount of $25,000,000 from AEP. The 
making of such cash capital contributions by AEP is 
the subject of a separate application with this Com- 
mission (File No. 70-6361). 


The proceeds from the sale of the Bonds, together 
with the proceeds of the cash capital contributions 
and any other funds available to |&M, will be used to 
repay unsecured short-term indebtedness of |&M 
consisting of notes payable to banks and commer- 
cial paper. As of November 14, 1979, |&M had 
approximately $107,440,0000 principal amount of 
short-term debt outstanding, and it is anticipated 
that, at the time of the sale of the Bonds, not less 
than $100,000,000 aggregate principal amount of 
such unsecured short-term debt will be 
outstanding. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that the Public Service 
Commission of Indiana and the Michigan Public 
Service Commission have jurisdiction over the pro- 
posed transaction and that no other state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 
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NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 14, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or 
he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the declarant at the 
above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21344/December 18, 1979 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
Pittsburgh, Pennsylvania 


(70-6377) 


ORDER AUTHORIZING AMENDMENT TO CERTIFI- 
CATE OF INCORPORATION 


Consolidated Natural Gas Company (‘Consoli- 
dated”’), a registered holding company, has filed a 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7, and 12(e) 
of the Public Utility Holding Company Act of 1935 
(‘Act’) and Rules 62 and 65 promulgated the- 
reunder regarding the following transactions 


Consolidated proposes to amend its Certificate of 
Incorporation and intends to submit the proposals 
for consideration and adoption by the stockholders 
at a special meeting of stockholders to be held on 
January 14, 1980. Approval by a majority of the 
shares of the company’s outstanding common stock 
will be necessary. 


Presently, Consolidated’s common shareholders 
have the preemptive right to subscribe to new 
shares of common stock, except when such shares 
are authorized by the Board of Directors to be: (a) 
issued to finance the acquisition of operating prop- 
erties or an interest therein or securities of a public- 
utility or natural gas company; or (b) sold to or 
through underwriters who shall have agreed to 
make a prompt public reoffering thereof; or (c) 
issued and sold in connection with an employee 
stock ownership plan whereby the corporation 
would be permitted by federal tax law to fund the 
plan by reducing its taxes in an amount equal to 
such funding; or (d) issued and sold in connection 
with a dividend reinvestment plan available to com- 
mon stockholders of the corporation. Holders of 
common stock have no preemptive or preferential 
right to subscribe for any such shares of common 
stock, or any securities convertible into common 
stock, or any shares of preferred stock. 
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Consolidated proposes that the company’s Certifi- 
cate of Incorporation be amended and broadened to 
permit the Board of Directors to issue and sell, with- 
out first making an offering to the common stock- 
holders on a subscription basis, unissued shares of 
common stock presently or hereafter authorized by 
the company’s Certificate of Incorporation for the 
financing with the original issue common stock 
under Clause (a) of “the acquisition of properties, 
plant or equipment of any kind or nature what- 
soever or an interest in such properties, plant or 
equipment or securities of any company, individual, 
partnership or association, engaged in any phase of 
the energy business, gaseous or otherwise.” 


Also, Clause (c) is proposed to be amended to permit 
the sale of original issue common stock to any 
employee benefit plan, including the company’s 
employee stock ownership plan, system employee 
thrift plans, and such other like plans as may be 
instituted in the future. At present, such stock may 
be issued only in reference to the employee stock 
ownership plan where financed by a reduction in 
federal taxes in an amount equal to such funding. 


In connection with the special meeting of stock- 
holders to be held on January 14, 1980, Consoli- 
dated is soliciting proxies seeking the affirmative 
vote of shareholders with respect to the above- 
described amendments to its Certificate of Incorpo- 
ration. Such solicitation was previously authorized 
in this proceeding (HCAR No. 21297 (November 14, 
1979)). 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21297), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and inthe 
interest of investors and consumers that said decla- 
ration, as amended, be permitted to become 
effective. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, per- 
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mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21345/December 18, 1979 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6371) 


ORDER AUTHORIZING TRANSACTIONS RELATED 
TO FINANCING OF COAL-HANDLING EQUIPMENT 


Arkansas Power & Light Company (‘‘Arkansas”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an 
application-declaration and amendments thereto 
with this Commission pursuant to Sections 9(a), 10, 
and 12(d) of the Public Utility Holding Company Act 
of 1935 (‘Act’) and Rule 44 promulgated the- 
reunder regarding the following proposed 
transactions. 


Arkansas intends to enter into a lease (‘‘Lease’’) 
with Continental Illinois National Bank and Trust 
Company of Chicago (“Owner Trustee” or ‘‘Les- 
sor’’), designated as such in an agreement (‘Trust 
Agreement”) between the Owner Trustee and Cl 
Leasing Corporation, Cobak Corporation, and Sea- 
first Leasing Corporation (‘Owner Participants”), 
under which Arkansas will lease from the Owner 
Trustee coal-handling equipment (‘Equipment’), 
which will supply processed coal to the two units of 
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the White Bluff Steam Electric Generating Station 
(“Station”), currently under construction near 
White Bluff, Arkansas. Neither the Owner Trustee 
nor the Owner Participants nor any corporations or 
persons affiliated with any of the foregoing are affil- 
iated with Arkansas or any of its affiliated 
companies. 


The Station is jointly owned as tenants in common 
by Arkansas (60%) and two co-tenants (40%), 
Arkansas Electric Cooperative Corporation 
(““AECC”’) (35%) and the City of Jonesboro (‘‘Jones- 
boro’’) (5%). It is expected that the City of Conway 
will consummate the pending acquisition of a 2% 
interest in the Station during 1979: Upon such 
acquisition the interest of Arkansas will decrease to 
58%; the interests of AECC and Jonesboro would 
remain unchanged. 


The land underlying the Equipment and certain 
associated easement rights in real property 
(“Equipment Site’’) belong (or, in the case of Con- 
way, will belong) to the co-tenants in the same 
proportions as does the entire Station. The Equip- 
ment itself is owned by all of the co-tenants except 
Conway as tenants in common in the following pro- 
portions: Arkansas, 60%; AECC, 35%; and Jones- 


boro, 5%. Conway will not acquire at any time any 
ownership interest in the Equipment. 


It is proposed that, in order to vest in Arkansas 100% 
of the title to the Equipment and the Equipment Site 
and hence facilitate the Lease transaction hereinaf- 
ter described, Arkansas will exchange with the 
other co-tenants a portion of its interest in the Sta- 
tion for the entire undivided interests of such other 
co-tenants in the Equipment and the Equipment 
Site. The exchange would be based on the book 
value of the Equipment exclusive of the co-tenants’ 
respective costs of money on the books of each 
co-tenant other than Arkansas at the time of the 
exchange. Arkansas will agree with the co-tenants 
to furnish the Equipment to the Station during its 
operation, and all of the co-tenants will share the 
costs associated with the operation, repair, and 
maintenance of the Equipment. The exchange will 
not alter the percentages in which the Station as a 
whole is owned by the co-tenants. 


Arkansas has contracted with Brown & Root, Inc., 
Houston, Texas, for the design and procurement of 
the Equipment, and for its installation on the Equip- 
ment Site, which is adjacent to the Station. For 
purposes of this transaction, the Equipment is to be 
separated into three parts: the first (‘Phase | Equip- 
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ment’) consists of unloading, crushing, and other 
equipment designed to deliver coal to a dead stor- 
age pile; the second (‘‘Phase Il Equipment’) consists 
of equipment to deliver the coal to the first electric 


. generating unit of the Station; and the third (‘Phase 


lll Equipment’) consists of equipment to deliver coal 
to the second electric generating unit of the Station. 
The sale, purchase, and lease of the Phase | Equip- 
ment is expected to take place in December 1979 
(‘First Closing Date’’), the sale, purchase, and lease 
of the Phase Il Equipment is expected to take place 
in March 1980 (‘Second Closing Date’’), and the 
sale, purchase, and lease of Phase III Equipment is 
expected to take place in December 1980 (‘Third 
Closing Date’). On each Closing Date, Arkansas 
proposes to sell and assign all of its right, title, and 
interest in and to the applicable Phase of Equipment 
then under construction and the contract rights for 
the Equipment to the Owner Trustee. As payment 
for the Phase of Equipment sold by Arkansas on 
each Closing Date, Owner Trustee will pay Arkan- 
sas the book value of such Phase of Equipment plus 
an estimate of amounts required to complete con- 
struction thereof and place it in service. As agent for 
the Owner Trustee, Arkansas will complete the con- 
struction of each Phase of Equipment and place it in 
service following the respective Closing Dates. The 
currently estimated total cost (‘Equipment Cost’’) of 
the Equipment is approximately $43,500,000, con- 
sisting of $25,500,000 for the Phase | Equipment, 
$14,900,000 for the Phase II Equipment, and 
$3,100,000 for the Phase Ill Equipment. Equipment 
Cost plus certain expenses incurred in connection 
with the transaction comprise the total to be funded 
(‘‘Lessor’s Cost”). 


Arkansas will also enter into an agreement with the 
Owner Trustee (‘Surface Rights Agreement’) to 
furnish easement rights necessary to enable the 
Owner Trustee to locate, use, enjoy and remove the 
equipment and will also agree to furnish at the 
greater of fair market value or cost necessary utility 
and other support services to the Owner Trustee 
should they be required for operation of the Equip- 
ment by the Owner Trustee upon default under or 
termination of the Lease. 


It is proposed that the Owner Trustee will obtain the 
funds to purchase the Equipment from Arkansas 
through amounts (representing approximately 32- 
39 percent of Lessor’s Cost, as finally determined) 
advanced to the Owner Trustee by the Owner Par- 
ticipants as investments in the beneficial owner- 
ship of the Equipment and through amounts 
(representing the remaining 61-68 percent, as 
finally determined) to be borrowed on a long-term 
non-recourse basis by the Owner Trustee from 
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institutional lenders (‘‘Loan Participants”). In order 
to effect such long-term borrowings from the Loan 
Participants, the Owner Trustee will issue to the 
Loan Participants loan certificates (‘Debt’’) pursu- 
ant to the provisions of an Indenture, noted below. 
Neither the Owner Participants, nor Arkansas, nor 
any of Arkansas’ affiliated companies will be liable 
for payment of either the principal of, premium, if 
any, or interest on, the Debt. 


Pursuant to the provisions of the Trust Indenture 
and Mortgage (‘Indenture’) between the Owner 
Trustee and a second trustee (‘‘Loan Trustee’), who 
will act on behalf of the Loan Participants, the 
Owner Trustee will grant to the Loan Trustee, as 
security for the payment of the Debt, a security 
interest in and mortgage on the Equipment and an 
assignment of the Lease and all payments and other 
amounts receivable under the Lease and related 
documents, other than certain tax indemnities pay- 
able by Arkansas upon the imposition of certain 
taxes on the Owner Participants. 


Concurrently with the sale by Arkansas of the Phase 
| Equipment and the assignment of its contract 
rights relative thereto on the First Closing Date, 
Arkansas will enter into the Lease with the Owner 
Trustee. There will be an interim term of the Lease 
relating to the Phase | Equipment extending from 
the First Closing Date to January 2, 1980, and 
another interim term of the Lease relating to the 
Phases Il and Ill Equipment extending from the 
Second Closing Date to January 2, 1981. The basic 
term (“Basic Term’’) of the Lease will commence on 
January 2, 1980, and continue for a period which 
will terminate twenty-six years thereafter. At the 
end of the Basic Term, Arkansas will have the option 
to purchase the Equipment from the Owner Trustee 
at the greater of its then fair market sales value or 
20% of Equipment Cost. 


The lease will be a net lease conferring all responsi- 
bility for operation, maintenance, insurance, cer- 
tain taxes, annual trustees’ fees, and other 
expenses upon Arkansas. Arkansas will be obli- 
gated to maintain the Equipment in good operating 
condition, normal wear and tear excepted, and will 
have the right at its own cost and expense to make 
certain alterations, modifications, and additions to 
the Equipment. 


Lease payments will be made by Arkansas in one 
interim payment on January 2, 1980 (with respect 
to the Phase | Equipment) and one interim payment 
on January 2, 1981 (with respect to the Phase Il and 
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Phase Ill Equipment). Basic Term Lease payments 
will commence January 2, 1981, with respect tothe 
Phase | Equipment and will be made in annual 
installments thereafter through and including Jan- 
uary 2, 2006. Basic Term Lease payments will com- 
mence on January 2, 1982, with respect to the 
Phase Il and Phase Ill Equipment and will be made in 
annual installments thereafter through and includ- 
ing January 2, 2006. 


It is Arkansas’ understanding that the Basic Term 
Lease rates for the Phase |, Phase II, and Phase III 
Equipment are equivalent to effective annual inter- 
est rates over the Basic Term of the Lease of 7.08%, 
7.073%, and 8.375%, respectively, and that the 
composite Basic Term Lease rate is equivalent to an 
approximate 7.2% effective annual interest rate. 


The fees and expenses to be incurred by Arkansas in 
connection with the proposed transactions are esti- 
mated $358,500, including its legal fees of 
$130,000. No state or federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pres- 
cribed in Rule 23 promulgated under the Act(HCAR 
No. 21282), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it her- 
eby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions pres- 
cribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21346/December 19, 1979 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Westborough, Massachusetts 01581 


(70-6379) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO A BANK 
AND A DEALER IN COMMERCIAL PAPER AND 
GRANTING REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING. 


Yankee Atomic Electric Company (‘’Yankee 
Atomic’), an electric utility subsidiary company of 
New England Electric System and Northeast Utili- 
ties, registered holding companies, has filed with 
this Commission an application-declaration pursu- 
ant to Sections 6(a) and 7 of the Public Utility Hold- 
ing Company Act of 1935 (“‘Act’’) and Rules 42(b)(2), 


50(a)(2) and 50(a)(5) promulgated thereunder con- 
cerning the following proposed transactions. 


Yankee Atomic porposes to issue and sell from time 
to time, but not later than December 31, 1980, 
short-term promissory notes in order to finance 
the cost of nuclear fuel or for other corporate pur- 
poses. The notes are expected to be sold to the First 
National Bank of Boston, Massachusetts, or toA.G. 
Becker & Company, Inc. (‘‘Becker’’), a dealer in com- 
mercial paper, or to both, up to a maximum aggre- 
gate principal amount of $21,000,0000 to be 
outstanding at any one time. Yankee Atomic now 
has borrowing authority aggregating $16,000,000 
through December 31, 1979 (File No. 70-6226) and 
expects to have about $14,000,000 of short-term 
debt outstanding at the end of 1979. During 1980 
Yankee Atomic expects to spend approximately 
$6,600,000 for nuclear fuel and to make capital 
expenditures of approximately $8,100,000 for plant 
improvements. 


The proposed short-term borrowing will be repaid 
from time to time in part from internally generated 
funds and the balance will be refinanced either 
through additional short-term borrowings or, sub- 
ject to prior Commission approval, permanent 
financing. 
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The proposed borrowings from the First National 
Bank of Boston will be evidenced by notes payable 
maturing in less than one year from the date of 
issuance and will provide for prior payment in whole 
or in part without premium. The notes will bear 
interest at not in excess of 110% of the prime rate 
(plus a commitment fee of 5/8 of 1% of the line of 
credit). Based on a rate of 110% of prime rate anda 
commitment fee of 5/8 of 1%, the effective cost to 
Yankee Atomic would be approximately 17.125% 
per annum assuming borrowings at the maximum 
amount of the lines of credit based on the current 
prime rate of 15%. 


Yankee Atomic also proposes to issue and sell its 
commercial paper during the period through 
December 31, 1980, directly to Becker. Becker, asa 
principal, will reoffer such commercial paper to not 
more than 200 of its customers whose names 
appear on a nonpublic list prepared by Becker in 
advance. No additions will be made to such list of 
customers. It is expected that such commercial 
paper will be held to maturity by the purchasers, 
but, if any such purchaser wishes to resell prior to 
maturity, Becker, pursuant to an oral repurchase 
agreement, will repurchase the paper for resale to 
others on said list of customers. The commercial 
paper so issued and sold will be in the form of 
unsecured promissory notes having varying maturi- 
ties of not in excess of 270 days. Actual maturities 
will be determined by market conditions, the effec- 
tive interest cost to Yankee Atomic, and Yankee 
Atomic’s cash requirements at the time of issuance. 
The commercial paper will be denominations of not 
less than $50,000 and not more than $1,000,000 
and will not by its terms be prepayable prior to 
maturity. The commercial paper will be purchased 
by Becker from Yankee Atomic at a discount which 
will not be in excess of the discount rate per annum 
prevailing at the date of issuance for the particular 
maturity at which prime commercial paper of com- 
parable quality is sold by public utility issuers to 
commercial paper dealers. Becker will initially 
reoffer the commercial paper at a discount rate not 
more than 1/8 of 1% per annum less than the 
prevailing discount to Yankee Atomic. 


No commercial paper notes having a maturity of 
more than 90 days will be issued at an effective 
interest cost which exceeds the effective interest 
cost at which Yankee Atomic could borrow from the 
First National Bank of Boston. 


Yankee Atomic claims an exemption from the com- 
petitive bidding requirements of Rule 50 with 
respect to proposed issuance and sale of notes toa 
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bank pursuant to paragraph (a)(2) and requests an 
exemption with respect to the proposed issuance 
and sale of commercial paper pursuant to para- 
graph (a)(5) thereof. 


The fees and expenses to be incurred with the pro- 
posed transaction are $3,000. Incidental services 
will be performed by New England Power Service 
Company at actual cost. No state commission and 
no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner pres- 
cribed in Rule 23 promulgated under the Act(HCAR 
No. 21288) and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
said application-declaration, be granted and permit- 
ted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be and hereby is granted 
and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, except that certifi- 
cates thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10984/December 14, 1979 


In the Matter of 


COBBLESTONE CAPITAL FUND, INC. 
49 Broad Street 
Charleston, South Carolina 29401 


(811-2148) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Cobblestone Capital 
Fund, Inc. (‘‘Applicant’’), registered as an open-end, 
non-diversified management investment company 
under the Investment Company Act of 1940(*‘Act’’), 
filed an application pursuant to Section 8(f) of the Act 
on November 6, 1978, and an amendment thereto 
on September 11, 1979, for an order of the Commis- 
sion declaring that Applicant has ceased to be an 
investment company as defined in the Act. All inter- 
ested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations set forth therein, which are summarized 
below. 


Applicant was organized as a South Carolina Corpo- 
ration on October 28, 1970 and registered under 
the Act on December 14, 1970. Ata meeting held on 
December 29, 1977, Applicant’s stockholders con- 
sidered and approved a plan for the liquidation and 
dissolution of Applicant and the termination of 
Applicant's status as a registered investment com- 
pany. On January 16, 1978, Applicant filed a State- 
ment of Intent to Dissolve with the Secretary of the 
State of South Carolina. Applicant filed an Article of 
Dissolution with the Secretary of State of South 
Carolina on November 8, 1978. 


On June 12, 1978, Applicant made liquidating dis- 
tributions to all stockholders. The application states 
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that Applicant has no outstanding indebtedness, is 
not a party to any litigation or administrative pro- 
ceeding, and does not now nor does it propose to 
engage in any business activities other than those 
necessary for the winding up of its affairs. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 7, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reasons for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the act, an order disposing of the application 
will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10985/December 14, 1979 


In the Matter of 


SMITH BARNEY, HARRIS UPHAM & CO., 
INCORPORATED 


BLYTH EASTMAN DILLON & CO., 
INCORPORATED 


DREXEL BURNHAM LAMBERT, 
INCORPORATED 


TAX EXEMPT SECURITIES TRUST 
HARRIS, UPHAM TAX-EXEMPT FUND 


CORPORATE SECURITIES TRUST 


c/o SMITH BARNEY, HARRIS UPHAM & CO., 
INCORPORATED 

1345 Avenue of the Americas 

New York, New York 10019 


(812-4534) 


ORDER OF THE COMMISSION GRANTING AN 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) OF 
THE ACT AND PERMITTING AN OFFER OF 
EXCHANGE PURSUANT TO SECTION 11 OF THE 
ACT 


On November 21, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10948) of an appli- 
cation filed on September 7, 1979, and 
amendments thereto on October 24, 1979, and 
November 13, 1979, by all presently outstanding or 
subsequently issued Series of Tax Exempt Securi- 
ties Trust and Harris, Upham Tax-Exempt Fund and 
the long term debt series of the Corporate Securities 
Trust, registered under the Investment Company 
Act of 1940 (“Act’’) as unit investment trusts (col- 
lectively, the “Trusts” or the individual Series there- 
of, a ‘’Series’’), and Smith Barney, Harris Upham 
& Co., Incorporated, Blyth Eastman Dillon & Co., 
Incorporated and Drexel Burham Lambert, Incorpo- 
rated, Sponsors of the Trusts (collectively with the 
Trust, the “Applicants’’) requesting an order of the 
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Commission (1) pursuant to Section 6(c) of the Act 
exempting certain exchange transactions of the 
Applicants from the provisions of Section 22(d) of 
the Act, and (2) pursuant to Section 11 of the Act 
permitting the exchange of units of any Series of 
any of the Trusts for units of any other Series there- 
of at net asset value plus a fixed and reduced sales 
charge of $25 per unit pursuant to an Exchange 
Option. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange transactions be 
approved, and 


IT |S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Section 22(d) of the Act, to the 
extent requested, be, and hereby is, granted effec- 
tive forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10986/December 14, 1979 


In the Matter of 


BONDSTOCK CORPORATION 
BONDSTOCK INVESTMENT PLAN 


FRANK RUSSELL CO., INC. 
1100 One Washington Plaza 
Tacoma, Washington 98402 


SECURITY EQUITY FUND, INC. 
SECURITY MANAGEMENT CO., INC. 
and 


SECURITY DISTRIBUTORS, INC. 
700 Harrison Avenue 
Topeka, Kansas 66636 


(812-4497) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTIONS 11(a), 17(d) AND 26(b) 
OF THE ACT AND RULE 17d-1 THEREUNDER, 
APPROVING EXCHANGE OF SHARES, APPROV- 
ING THE SUBSTITUTION OF THE UNDERLYING 
INVESTMENT MEDIUM OF A UNIT INVESTMENT 
TRUST, AND PERMITTING JOINT TRANSACTIONS. 


NOTICE IS HEREBY GIVEN that Bondstock Corpora- 
tion (“Bondstock”’), registered under the Investment 
Company Act of 1940(‘’Act’’) as an open-end, diver- 
sified, management investment company, Bond- 
stock Investment Plan (‘‘BIP’’), registered under the 
Act as a unit investment trust, Frank Russell Co., 
Inc. (““Russell’’), investment adviser of and principal 
underwriter for Bondstock and depositor for and 
sponsor of BIP, Security Equity Fund, Inc. (““Equity’’), 
registered under the Act as an open-end, diversi- 
fied, management investment company, Security 
Management Company, Inc. (‘Management’), 
investment adviser of Equity, and Security Distribu- 
tors, Inc. (“Distributors’’), a wholly-owned subsi- 
diary of Management which serves as principal 
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underwriter for Equity (hereinafter, Bonstock, BIP, 
Russell, Equity, Management and Distributors are 
collectively referred to as “Applicants’’), filed an 
application on June 18, 1979, and amendments 
thereto on August 29, 1979, and October 11, 1979, 
for an order of the Commission: (1) pursuant to 
Sections 11(a) and 26(b) of the Act, permitting BIP to 
surrender shares of Bondstock (the sole underlying 
investment medium for investment plans offered by 
BIP) and to receive shares of Equity therefor in con- 
nection with Equity’s acquisition of substantially all 
of Bondstock’s assets, and thereafter to acquire 
Equity shares with planholders’ subsequent invest- 
ments and (2) pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, permitting Russell to 
pay up to $20,000 of the incremental expenses 
incurred by Bondstock and permitting Management 
to pay all of the expenses incurred by Equity, in 
connection with such acquisition. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


According to the application, as of April 30, 1979, 
the net assets of Bondstock were approximately 


$17.1 million. The application states that the main 
investment objective of Bondstock is to seek capital 
growth and that Bondstock continuously offers its 
shares for sale to the public. The application further 
states that Russell, as depositor for BIP, continu- 
ously offered investment plans to the public from 
November 1960, until June 14, 1971, and that BIP 
holds and acquires shares of Bondstock for the 
benefit of the holders of BIP investment plans, 
accepting payments on existing plans in accordance 
with the terms of such plans. Applicants state that, 
as of April 30, 1979, BIP held approximately 68% of 
the outstanding shares of Bondstock. Applicants 
further state that Equity continuously offers its 
shares for sale to the public; that it had net assets of 
approximately $98.9 million as of April 30, 1979; 
and that its investment policy places primary 
emphasis on long-term capital growth possibilities. 
The application states that Management, Equity’s 
investment adviser and a wholly-owned subsidiary 
of Security Benefit Life Insurance Company, serves 
as investment adviser to four other open-end man- 
agement investment companies. 


Applicants state that on August 20, 1979, Bond- 
stock and Equity entered into an Amended and 
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Restated Agreement and Plan of Reorganization 
(‘Plan’), superseding a prior Agreement and Plan of 
Reorganization dated June 12, 1979, providing, 
generally, for: (1) the acquisition by Equity of sub- 
stantially all of the assets of Bondstock in exchange 
for shares of Equity; (2) the distribution of such 
Equity shares to shareholders of Bondstock in 
exchange for their Bondstock shares; and (3) the 
dissolution of Bondstock as soon as practicable 
after the closing (‘Closing Date’’) provided for inthe 
Plan. Applicants further state that a majority of the 
board of directors of Bondstock consists of persons 
who are neither interested persons nor affiliated 
persons, as defined by the Act, of Bondstock or 
Russell and that, except for the arrangements con- 
templated by the Plan, there are no affiliations or 
other relationships between Bondstock, BIP and Rus- 
sell on the one hand, and Equity, Management and 
Distributors on the other. 


The application states that under the Plan: (1) the 
number of shares of Equity to be issued in exchange 
for the Bondstock assets to be acquired by Equity 
will be equal to the number of Bondstock shares 
outstanding as of the close of trading on the New 
York Stock Exchange on the Closing Date (‘’Valua- 
tion Time’’) multiplied by a ratio (‘Exchange Ratio”’), 
determined by dividing the net asset value per share 
of Bondstock by the net asset value per share of 
Equity; (2) the respective net asset values per share 
of Bondstock and Equity shall be computed as of the 
Valuation Time: and (3) the procedures currently 
used by Equity for valuing its portfolio securities for 
purposes of determining its net asset value per 
share will be utilized in computing Bondstock’s net 
asset value per share, except two restricted securi- 
ties held by Bondstock will be valued in the manner 
set forth in Bondstock’s annual report dated April 
30, 1979. Bondstock had a $3,574,714 unused cap- 
ital loss carryover as of April 30, 1979, of which 
approximately 70% will be available to Equity to 
offset future capital gains. No adjustment to the 
Exchange Ratio, however, was deemed necessary. 
Applicants state that the Plan will be submitted for 
the approval of Bondstock shareholders and, in this 
regard, state that holders of investment plans 
issued by BIP will receive the proxy statement of 
Bondstock and each shall have the right to instruct 
the custodian of BIP as to the manner in which the 
holder’s shares shall be voted. Applicants further 
state that the custodian is obligated to vote all Bond- 
stock shares held by BIP for which no voting instruc- 
tions are received in the same proportion as the 
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number of shares for which 
received are voted. 


instructions are 


Applicants state that on June 12, 1979, Russell, 
Bondstock, Management and Distributors entered 
into an agreement (‘‘Agreement”’), contingent upon 
the consummation of the Plan, which provides that 
Management will pay Russell $200,000 in return 
for: (1) the execution by Russell of an Assignment of 
Sponsorship Agreement which, generally, will pro- 
vide for the transfer by Russell to Distributors of all 
rights, powers and duties as sponsor of BIP (such 
rights include the rights to receive the sales charges 
payable on purchases of units of BIP and the fees 
payable to the sponsor of BIP); (2) the assignment to 
Management, or its designee, of all rights, title and 
interest in a computer program owned by Russell 
and used to administer BIP; (3) Russell making 
available to Management personnel to instruct 
Management in the administration of BIP and the 
operation of the computer program; and (4) the 
delivery to Management of Russell's records and 
files relating to the operation and administration of 
Bondstock and BIP, including information regarding 
past and present BIP planholders which will provide 
a list of prospective customers for Management. 
Applicants further state that Russell estimates that 
the value of rights and property being transferred to 
Management plus the value of the commitment by 
Russell to absorb some of Bondstock’s reorganiza- 
tion expenses ranges from $196,000 to $247,000. 
Additionally, Applicants state that in arriving at the 
amount to be paid to Russell, both parties recog- 
nized that: (1) for several decades Russell has 
invested its capital to promote Bondstock and BIP; 
(2) effecting the proposed transactions will require 
employees of Russell to devote substantial amounts 
of time and services not contemplated under its 
management agreement with Bondstock; and (3) if 
the transaction is consummated Russell will sur- 
render the possibility of earning future manage- 
ment fees. 


Applicants state that Bondstock’s board of directors 
has concluded that the sale of Bondstock’s assets in 
exchange for Equity shares on the basis proposed 
would be in the best interests of Bondstock and its 
shareholders, including the holders of the invest- 
ment plans issued by BIP, for the following reasons: 
(1) Bondstock and Equity have similar investment 
objectives; (2) Equity has a larger asset base over 
which to allocate expenses, many of which 
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expenses are relatively fixed; (3) the likelihood of a 
lower or more controllable expense ratio for Bond- 
stock shareholders; and (4) Bondstock shareholders 
will benefit from the exchange privilege that will 
exist by being shareholders of a company that is a 
member of a complex of investment companies. 
Applicants state that the Bondstock directors, fully 
advised of the arrangements between Russell and 
Management and recognizing that the proposed 
transaction would result in Bondstock’s incurring 
expenses that would not otherwise be incurred, 
secured an agreement from Russell to bear up to 
$20,000 of the ‘‘incremental’’ expenses incurred by 
Bondstock in effecting the Plan. Applicants state 
that the term “incremental expenses” refers to 
those expenses incurred in effecting the Plan 
beyond those expenses which would otherwise be 
incurred in connection with the regular annual 
meeting of Bondstock, and estimate that such incre- 
mental expenses will not exceed approximately 
$30,000. Applicants further state that the board of 
directors of Equity has determined that the acquisi- 
tion of Bondstock’s assets in exchange for Equity 
shares on the basis proposed would be in the best 
interests of Equity and its shareholders. In recogni- 
tion of the fact that the proposed transaction would 
result in Equity’s incurring expenses which would 
not otherwise be incurred, Applicants state that the 
directors of Equity obtained an agreement from 
Management to bear all of Equity’s expenses in 
connection with the proposed transaction. 


Applicants request an order pursuant to Section 
11(a) of the Act permitting BIP to surrender shares 
of Bondstock and to receive shares of Equity in 
exchange therefor upon the consummation of the 
Plan. Section 1 1(a) of the Act provides, in part, that it 
shall be unlawful for any registered open-end 
investment company or any principal underwriter 
for such company to make, or to cause to be made, 
an offer to the holder of a security of such company 
or of any other open-end investment company, to 
exchange such security for a security in the same or 
another such company on any basis other than the 
relative net asset values of the respective securities 
to be exchanged, unless the terms of the offer have 
first been submitted to and approved by the Com- 
mission. Section 11(c) of the Act provides, among 
other things, that the provisions of Section 11(a) 
shall be applicable, irrespective of the basis of 
exchange, (1) to any offer of exchange of any secur- 
ity of a registered open-end company for a security 
of a registered unit investment trust, and (2) to any 
type of offer of exchange of the securities of regis- 
tered unit investment trusts for the securities of any 
other investment company. Although Applicants do 
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not concede that the proposed exchange of the 
Bondstock shares held by BIP for Equity shares con- 
stitutes an offer of exchange covered by Section 11, 
they state that there may be a question as to 
whether Section 11 is applicable. Thus, Applicants 
state that they have requested an order approving 
the exchange. 


Applicants further request an order pursuant to 
Section 26(b) of the Act permitting BIP (1) to sur- 
render shares of Bondstock and to receive shares of 
Equity when the Plan is effected and (2) to acquire 
Equity shares with planholders’ subsequent invest- 
ments in BIP. Section 26(b) provides, inter alia, that 
it shall be unlawful for any depositor of a registered 
unit investment trust holding the security of a single 
issuer to substitute another security for such secur- 
ity unless the Commission shall have approved the 
substitution. That section states that the Commis- 
sion shall issue an order approving such substitu- 
tion if the evidence establishes that the substitution 
is consistent with the protection of investors and 
the purposes fairly intended by the policy and provi- 
sions of the Act. Although Applicants have 
requested an order, they assert that the proposed 
sale of assets of Bondstock for shares of Equity is 
not the type of substitution of securities contem- 
plated by the Congress when it adopted Section 
26(b) and also assert that, because the substitution 
will occur by operation of law, Section 26(b) is 
inapplicable. 


Applicants submit that both the proposed exchange 
and the substitution should be approved pursuant to 
Sections 11(a) and 26(b) of the Act because, /nter 
alia, (1) the transaction is not one over which the 
depositor has control since the shareholders of 
Bondstock including the planholders of BIP, are the 
ones who will determine whether the sale of assets 
takes place; (2) it is the judgment of the board of 
directors of Bondstock that consummation of the 
Plan would be in the best interest of all share- 
holders of Bondstock; (3) given the fact that BIP held 
68% of the outstanding shares of Bondstock as of 
April 30, 1979, planholders will have a significant 
voice in determining whether the Plan is approved; 
(4) the investment objectives and policies of Bond- 
stock and Equity are substantially similar; (5) other 
aspects of Bondstock’s and Equity’s operations, 
such as expense ratios and advisory fees, are sim- 
ilar or are likely to be more favorable as a result of 
the proposed sale of assets; (6) consummation of the 
Plan is contingent upon receipt of a ruling from the 
Internal Revenue Service, or an opinion from Bond- 
stock's counsel, that the Plan, if consummated in 
the manner proposed, will not result in the recogni- 
tion by Bondstock, Equity or their respective share- 
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holders of gain or loss for Federal income tax 
purposes; and (7) if the substitution is not permitted, 
the terms of the investment plans provide that such 
plans shall be terminated, in which case the plan- 
holders would lose those rights which they have as 
planholders. In view of the foregoing, Applicants 
submit that the proposed exchange and substitution 
is consistent with the protection of investors and 
the purposes fairly intended by the policy and provi- 
sions of the Act. 


Applicants further request an order pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
(1) permitting the payment by Russell of up to 
$20,000 of the incremental expenses incurred by 
Bondstock in connection with its proposed sale of 
assets, and (2) permitting Management to pay all of 
the expenses incurred by Equity in connection with 
its proposed acquisition of Bondstock assets. Sec- 
tion 2(a)(3)(E) of the Act defines the term “affiliated 
person” of another person to include any invest- 
ment adviser thereof. Section 17(d) and Rule 17d-1, 
taken together, provide, in part, that it is unlawful 
for any affiliated person of a registered investment 
company, acting as principal, to effect any transac- 
tion in which such investment company is a joint 
participant, without the permission of the Commis- 
sion. Rule 17d-1 provides, in part, that in passing 
upon applications for orders granting such permis- 
sion, the Commission will consider (1) whether the 
participation of the investment company in such 
transaction on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
(2) the extent to which such participation is on a 
basis different from or less advantageous than that 
of other participants. 


Applicants submit that under the existing manage- 
ment agreement between Bondstock and Russell all 
of the expenses of carrying out the Plan are approp- 
riate and proper expenses of Bondstock. Applicants 
note that, nevertheless, Russell has agreed to bear 
some incremental expenses. Applicants state that 
Russell has devoted significant additional person- 
nel time to assisting Bondstock in preparing for and 
consummating the Plan, over and above the normal 
management services contemplated by its manage- 
ment agreement with Bondstock. Therefore, Appli- 
cants assert and Bondstock’s receipt of payment 
from Russell is consistent with the policies and 
purposes of the Act and does not involve Bond- 
stock's participation on a basis which is unfair. Sim- 
ilarly, Applicants submit that under the existing 
advisory contract between Equity and Management 
all of the expenses of Equity incurred in connection 
with the Plan are appropriate and proper expenses 
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of Equity. However, Applicants note that Manage- 
ment has agreed to bear all such expenses and, in 
addition, note that Management will, in connection 
with the Plan, devote a significant amount of staff 
and executive time in excess of the normal manage- 
ment services contemplated by the contract. There- 
fore, Applicants assert that Equity’s receipt of 
payment from Management is consistent with the 
provisions, policies and purposes of the Act and 
does not involve Equity’s participation on a basis 
which is unfair. 


As noted above, Russell will receive a payment of 
$200,000 from Management. Section 15(f) of the 
Act provides, in part, that an investment adviser 
may receive any amount or benefit in connection 
with the sale of any interest in such adviser which 
results in an assignment of an investment advisory 
contract, provided that certain conditions are met. 
In its revised preliminary proxy material, manage- 
ment of Bondstock states that it believes that the 
proposed transactions do not fall within the literal 
provisions of Section 15(f) of the Act so as to be 
covered by the “safe harbor” created by that sec- 
tion. However, management of Bondstock states 
that the substantive effect of the proposed transac- 
tion is substantially the same. In addition, manage- 
ment of Bondstock believes that the conditions of 
Section 15(f) are substantially satisfied. Applicants 
have not requested an order exempting them from 
the required conditions of Section 15(f). Accord- 
ingly, any order granting the relief Applicants have 
requested will not be determinative of the appropri- 
_ateness of the $200,000 payment to Russell under 
the standards of Section 15(f). 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 7, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communications should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own 
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motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponement thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10987/December 18, 1979 


In the Matter of 


BOSTON MUTUAL LIFE 
COMPANY 


and 


BOSTON MUTUAL LIFE VARIABLE ANNUITY 
ACCOUNT 

120 Royall Street 

Canton, MA 02021 


(812-4438) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR 
AN ORDER EXEMPTING PROPOSED TRANSAC- 
TIONS FROM SECTIONS 2(a)(32), 2(a)(35), 22(c), 
26(ay(2), 26(ay_2(C), 27(ch1), 27(c\2), 27(d), AND 
RULE 22c-1 


Boston Mutual Life Insurance Company (the ““Com- 
pany’), a mutual life insurance company estab- 
lished under the laws of the Commonwealth of 
Massachusetts, and Boston Mutual Life Variable 
Account A (the ‘’Variable Account”’), a separate ac- 
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INSURANCE ] 


count of the Company registered under the Invest- 
ment Company Act of 1940 (‘Act’) as a unit 
investment trust (collectively Applicants”), filed an 
application on February 26,1979, and amendments 
thereto on July 18, 1979 and September 28, 1979 
pursuant to Section 11 of the Act for an order 
approving, to the extent necessary, certain offers of 
exchange, and pursuant to Section 6(c) of the Act, 
for an order exempting from Sections 2(a)(32), 
2(a35), 22(c), 26(a)(2), 26(ay(2)(C), 27(cK\1), 27(c)(2), 
27(d), and Rule 22c-1 of the Act, to the extent 
necessary, a proposed change in the pricing of one 
of their variable annunity contracts. 


On November 20, 1979, the Commission issued a 
notice (Investment Company Act Release No. 
10946) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it has been 
found that the granting of the application is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 11 of the Act, to 
the extent necessary, that the proposed offers of 
exchange be approved and, 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption of the 
proposed transactions from the provisions of Sec- 
tions 2(a)(32), 2(a)(35), 22(c), 26(a)(2), 26(a)(2)(C), 
27(c)(1), 27(c)(2), 27(d), and Rule 22c-1 to the extent 
necessary to permit Applicants to implement a pro- 
posed change in the pricing of one of their variable 
annuity contracts, be, and hereby is, granted 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10988/December 19, 1979 


In the Matter of 


SENTRY VARIABLE ANNUITY ACCOUNT | 
1800 North Point Drive 
Stevens Point, WI 54481 


(811-2524) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


On November 20, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10947) of an appli- 
cation filed on September 10, 1979, by Sentry 
Variable Annuity Account | (‘Applicant’), regis- 
tered under the Investment Company Act of 1940 
(‘Act’) as a unit investment trust, requesting an 
order of the Commission, pursuant to Section 8(f) of 
the Act, declaring that the Applicant has ceased to 
be an investment company as defined by the Act. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
applicant has ceased to be an investment company 
as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Sentry Varia- 
ble Annuity Account | shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10989/December 19, 1979 


In the Matter of 


FIDELITY DAILY INCOME TRUST 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4554) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 UNDER THE ACT. 


Fidelity Daily Income Trust (‘Applicant’), registered 
under the Investment Company Act of 1940 (“‘Act’’) 
as an open-end, diversified, management invest- 
ment company, filed an application on October 17, 
1979, and amendments thereto on November 5, 
1979, and November 14, 1979, for an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 there- 
under, to the extent necessary to permit Applicant 
to value its portfolio securities using the amortized 
cost method of valuation. 


On November 23, 1979, a notice (Investment Com- 
pany Act Release No. 10950) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and itis found that 
the granting of the requested exemptions is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, 
accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provi- 
sions of Section 2(a)(41) of the Act and Rules 2a-4 
and 22c-1 under the Act, to the extent requested, be 
and hereby is, granted, effective forthwith, subject 
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to the following conditions to which Applicant has 
consented: 


(1) That Applicant's Board of Trustees in supervising 
Applicant’s operations and delegating special 
responsibilities involving portfolio management of 
Applicant's investment adviser, undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish proce- 
dures reasonably designed, taking into account cur- 
rent market conditions and Applicant's investment 
objectives, to stabilize Applicant’s net asset value 
per share, as computed for the purpose of distribu- 


tion, redemption and repurchase at $1.00 per 


share. 


(2) Included within the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as it deems 
appropriate and at such intervals as are reason- 
able in light of current market conditions, to 
determine the extent of deviation, if any, of the net 
asset value per share as determined by using avail- 
able market quotations from Applicant's $1.00 
amortized cost price per share, and maintenance of 
records of such review.' 


(b) In the event such deviation from the $1.00 amor- 
tized cost price per share exceeds 1/2 of 1%, a 
requirement that the Board of Trustees will 
promptly consider what action, if any, should be 
initiated. 


(c) Where the Board of Trustees believes the extent 
of any deviation from Applicant’s $1.00 amortized 
cost price per share may result in material dilution 
or other unfair results to investors or existing share- 
holders, it shall take such action as it deems approp- 
riate to eliminate or to reduce to the extent 





‘Applicant states that to fulfill this condition, it will 
use actual quotations or estimates of market value 
reflecting current market conditions chosen by its 
Board of Trustees in the exercise of its discretion to 
be appropriate indicators of value. In addition, 
Applicant states that the quotations or estimates 
utilized may include /nter a/ia, (1) quotations or esti- 
mates of market value for individual portfolio instru- 
ments, or (2) values obtained from yield data 
relating to classes of money market instruments 
published by reputable sources. 
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reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; the sale of portfolio instruments 
prior to maturity to realize capital gains or losses, or 
to shorten Applicant's average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) That Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its objec- 
tive of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 
120 days.? 


(4) That Applicant will record, maintain and pre- 
serve permanently in an easily accessible place a 
written copy of the procedures (and any modifica- 
tions thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years 
in an easily accessible place) a written record of the 
Board of Trustees’ considerations and actions taken 
in connection with the discharge of its responsibili- 
ties, as set forth above, to be included in the minutes 
of the Board of Trustees’ meetings. The documents 
preserved pursuant to this condition shall be sub- 
ject to inspection by the Commission in accordance 
with Section 31(b) of the Act as though such docu- 
ments were records required to be maintained pur- 
suant to rules adopted under Section 31(a) of the 
Act. 


(5) That Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the Board 
of Trustees determines present minimal credit 
risks, and which are of high quality as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, a comparable quality 
as determined by the Board of Trustees. 


(6) The Applicant will include in each quarterly 
report, as an attachment to Form N-1Q, astatement 





2In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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as to whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter, and, 
if any action was taken, will describe the nature and 
circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 710/December 20, 1979 


Delegations of Authority to the Director of the 
Division of Investment Management, the Director of 
the Division of Enforcement, and the Regional 
Administrators. 


ACTION: Final rule amendments. 


SUMMARY: The Commission is amending its rules 
relating to general organization to delegate to the 
Director of the Division of Investment Management 
(‘Investment Management Director’) the authority 
to issue notices and orders in connection with cer- 
tain applications for exemptive orders under the 
Investment Advisers Act of 1940 (‘Advisers Act’’) 
and to permit the withdrawal of applications under 
the Advisers Act. In addition, the Commission is 
delegating to the Investment Management Director, 
the Director of the Division of Enforcement 
(“Enforcement Director’), and each Regional 
Administrator the authority to make written 
demands upon certain non-resident investment 
advisers to furnish to the Commission copies of 
books and records required to be maintained by 
such non-resident investment advisers under the 
Advisers Act. 


_ EFFECTIVE DATE: December 19, 1979. 


FOR FURTHER INFORMATION CONTACT: Michael 
J. Eizelman, Esq., Office of Investment Adviser Reg- 
ulation, Division of Investment Management, 
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Securities and Exchange Commission, Washing- 
ton, D.C. 20549, (202) 272-2079. 


SUPPLEMENTARY INFORMATION: 


The Commission is amending its rules relating to 
general organization to delegate to the Investment 
Management Director the authority (i) to issue noti- 
ces and orders, pursuant to Rule O-5 under the 
Advisers Act [17 CFR 275.0-5]' in connection with 
certain applications for exemptive orders under 
Sections 202(a)(11)(F) [15 U.S.C. 80b-2(a)(11)(F)]? 
and: 206A [15 U.S.C. 80b-6a]? of the Advisers Act 
and (ii) to permit the withdrawal of applications 
under the Advisers Act. In addition, the Commission 
is amending its general organization rules to dele- 
gate to the Investment Management Director, the 
Enforcement Director, and each Regional Adminis- 
trator the authority to make written demands, pur- 
suant to Rule 204-2(j)(3)(ii) under the Advisers Act 
[17 CFR 275.204-2(j)(3)(ii)],4 upon certain non- 
resident investment advisers to furnish to the Com- 
mission copies of books and records required to be 
maintained by such non-resident investment advis- 
ers under the Advisers Act. 





'Rule 0-5 sets forth the general procedures applica- 
ble to proceedings initiated by the filing of an appli- 
cation under the Advisers Act, including certain 
requirements relating to the issuance of notices and 
orders by the Commission with respect to such 
applications. 


2Section 202(a)(11)(F) authorizes the Commission 
to exclude, by rule or order, any person from the 
definition of “investment adviser” set forth in Sec- 
tion 202(a)(11) of the Advisers Act if the Commis- 
sion finds that such person is ‘‘not within the intent 
of [Section 202(a)(11)]... .” 


3Section 206A empowers the Commission to 
exempt, by rule or order, any person from any provi- 
sion of the Advisers Act if it determines that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the Advisers Act. 


4Rule 204-2(j)(3)(ii) requires that a non-resident 
investment adviser who does not maintain within 
the United States copies of all books and records 
required to be kept by such non-resident investment 
adviser under the Advisers Act must furnish to the 
Commission, pursuant to an undertaking required 
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The authority delegated to the Investment Manage- 
ment Director with respect to Sections 
202(a)(11)(F) and 206A of the Advisers Act is 
limited to applications which do not appear to the 
Investment Management Director to present issues 
not previously settled by the Commission and do not 
appear to the Investment Management Director to 
require, in the public interest or the interest of 
investors, that a hearing be held. In such cases the 
delegated authority should result in a more expedi- 
tious processing of applications by eliminating the 
delay involved in obtaining Commission approval 
for the issuance of notices and orders in connection 
with the applications. In addition, the delegation of 
authority to the Investment Management Director 
to permit the withdrawal of applications under the 
Advisers Act should facilitate such withdrawals. 
The Commission previously has made similar dele- 
gations of authority to the Investment Management 
Director under the Investment Company Act of 
1940 [15 U.S.C. 80a-1, et seq.]. 


Finally, the authority delegated to the Investment 
Management Director, the Enforcement Director 
and each Regional Administrator to make written 
demands pursuant to Rule 204-2(j)(3)(ii) under the 
Advisers Act will provide the Commission’‘s staff 
with more timely access to the books and records of 
non-resident investment advisers who are subject 
to the provisions of such rule. 


AUTHORITY, EFFECTIVE DATE: 


The Commission hereby amends Rules 30-4, 30-5 
and 30-6 of the rules of the Commission relating to 
general organization [17 CFR 200.30-4, 30-5 and 
30-6] by adding new paragraph (a)(6) to Rule 30-4; 
by adding new paragraphs (e)(3), (4), (5) and (6) to 
Rule 30-5; and by redesignating paragraphs (d) and 
(e) to Rule 30-6 as paragraphs (e) and (f), respec- 
tively, and by adding a new paragraph (d) thereto, 
pursuant to the authority contained in the Act of 
August 30, 1962, Pub. L. No. 87-592, 76 Stat. 394 
[15 U.S.C. 78d-1, 78d-2] and Section 211(a) of the 
Advisers Act [15 U.S.C. 80b-11(a)]. 


The Commission finds, in accordance with Sections 
553(b)(A) and 553(d) of the Administrative Proce- 





Footnote 4, continued 


to be filed with the Commission, copies of all, or any 
part of, such books and records within fourteen days 
after written demand by the Commission therefor. 
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dure Act [5 U.S.C. 553(b)(A), 553(d)], that the fore- 
going action relates solely to agency organization, 
procedure, or practice; that Section 553(b) of such 
act [5 U.S.C. 553(b)] makes unnecessary the notice 
and public procedures required by Section 553 of 
such act [5 U.S.C. 553]; and that, in view of the 
foregoing, good cause exists for dispensing with the 
normal 30-day delay in effectiveness. Accordingly, 
the amendments to Rules 30-4, 30-5 and 30-6 are 
effective immediately. 


COMMISSION ACTION: 


Part 200 of Chapter Il of Title 17 of the Code of 
Federal Regulations is amended as follows: 


1. By adding new paragraph (a)(6) to §200.30-4 as 
follows: §200.30-4 Delegation of authority to Direc- 
tor of Division of Enforcement. 


(a) * 


(6) Pursuant to Rule 204-2(j)(3)(ii) 
(§275.204-2(j)(3)ii) of this chapter) under 
the Investment Advisers Act of 1940 (15 
U.S.C. 80b-1, et seq.), to make written 
demands upon non-resident investment 
advisers subject to the provisions of such 
rule to furnish to the Commission true, cor- 
rect, complete and current copies of any or 
all books and records which such non- 
resident investment advisers are required 
to make, keep current or preserve pursuant 
to any provision of any rule or regulation of 
the Commission adopted under the Invest- 
ment Advisers Act of 1940, or any part of 
such books and records which may be spec- 
ified in any such demand. 


2. By adding new paragraphs (e)(3), (4), (5) and (6) to 
§200.30-5 as follows: 


§200.30-5 Delegation of authority to Director of 
Division of Investment Management. 


(e) * 
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(3) To issue notices, pursuant to Rule 0-5(a) 
(§275.0-5(a) of this chapter), with respect to 
applications for orders under the following 
sections of the Act and the rules and regula- 
tions promulgated thereunder, where, upon 
examination, the matter does not appear to 
him to present issues not previously settled 
by the Commission or to raise questions of 
fact or policy indicating that the public inter- 
est or the interest of investors requires that 
a hearing be held: 


(i) Section 202(a)(11)(F), 15 U.S.C. 80b- 
2(a)(11)(F). 


(ii) Section 206A, 15 U.S.C. 80b-6a. 


(4) To authorize the issuance of orders 
where a notice, pursuant to Rule O-5(a) 
(§275.0-5(a) of this chapter), has been 
issued and no request for a hearing has 
been received from any interested person 
within the period specified in the notice and 
the matter involved presents no issue that 
he believes has not been previously settled 
by the Commission and it does not appear to 
him to be necessary in the public interest or 
the interest of investors that a hearing be 
held (section 211(c) of the Act, 15 U.S.C. 
80b-11(c)). 


(5) To permit the withdrawal of applications 
pursuant to the Act (15 U.S.C. 80b-1, et 
seq.). 


(6) Pursuant to Rule 204-2(j)(3)(ii) 
(§275.204-2(j)(3)ii) of this chapter), to make 
written demands upon non-resident invest- 
ment advisers subject to the provisions of 
such rule to furnish to the Commission true, 
correct, complete and current copies of any 
or all books and records which such non- 
resident investment advisers are required 
to make, keep current or preserve pursuant 
to any provision of any rule or regulation of 
the Commission adopted under the Act, or 
any part of such books and records which 
may be specified in any such demand. 


3. By redesignating paragraphs (d) and (e) of 
§200.30-6 as paragraphs (e) and (f) respectively and 
by adding a new paragraph (d) thereto as follows: 
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§200.30-6 Delegation of authority to Regional 
Administrators. 


(d) With respect to the Investment Advisers 
Act of 1940, 15 U.S.C. 80b-1, et seq.: Pursu- 
ant to Rule 204-2(j)(3)(ii) (§275.204- 
2(jX3Xii) of this chapter), to make written 
demands upon non-resident investment 
advisers subject to the provisions of such 
rule to furnish to the Commission true, cor- 
rect, complete and current copies of any or 
all books and records which such non- 
resident investment advisers are required 
to make, keep current or preserve pursuant 
to any provision of any rule or regulation of 
the Commission adopted under the Invest- 
ment Advisers Act of 1940, or any part of 
such books and records which may be spec- 
ified in any such demand. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8950/December 14, 
1979 


S.E.C. V. TELLCO INFORMATION SERVICES, ET AL. 
(S.D.N.Y. 79 Civil) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office, announced that on December 
6, 1979, a Complaint was filed in the United States 
District Court for the Southern District of New York 
seeking to enjoin Tellico Information Services (‘‘Tel- 
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Ico’’), whose principal offices were located in New 
York City, Vittorio Widemann International (“VWI"), 
whose principal offices were located in New York 
City, Norman T. Forsyth (‘‘Forsyth’’), of Park Ridge, 
New Jersey, Francis X. Orofino (“Orofino”), of 
Greenwich, Connecticut, L. Henry Sarmiento ("’Sar- 
miento’’), of New York City, Stanley E. Wiklinski 
(‘‘Wiklinski’’), of Rutherford, New Jersey, David C. 
Heenan (“Heenan”), of New York City, James P. 
Sherlock, Jr. (“Sherlock”), of Clifton, New Jersey, 
and Robert M. Kolterman (‘‘Kolterman”), of New 
York City, from further violations of the registration 
and anti-fraud provisions of the federal securities 
laws, and to enjoin William J. Flaherty (‘‘Flaherty”’), 
of New York City, from further violations of the anti- 
fraud provisions of the federal securities laws. The 
Commission’s complaint also seeks ancillary relief 
in the form of an accounting by defendants Forsyth, 
Orofino and Sarmiento of all monies, properties or 
other assets received or expended by them as a 
result of their activities in connection with the 
securities of Tellco or VWI and the disgorgement of 
profits so obtained by said defendants. 


The Commission's complaint alleges that from May, 
1977 through September, 1977, defendants Tellco, 
VWI, Forsyth, Orofino, Sarmiento, Wiklinski, Hee- 
nan, Sherlock and Kolterman raised approximately 
$366,000 through the offer and sale of unregis- 
tered convertible promissory notes of VWI in viola- 
tion of Sections 5(a) and 5(c) of the Securities Act of 
1933 (‘Securities Act’’) and made false and mis- 
leading statements and omitted to disclose material 
facts concerning, among other things, Tellco’s 
assets and operations and the future market price of 
its stock, in connection with the offer and sale of the 
VWI notes, in violation of Section 1 7(a) of the Secur- 
ities Act and Section 10(b) of the Securities 
Exchange Act of 1934 (‘Exchange Act’’) and Rule 
10b-5 promulgated thereunder. 


The Commission's complaint further alleges that 
during the same period in which the VWI notes 
were being offered and sold, defendants Tellco, 
VWI, Forsyth, Orofino, Sarmiento, Wiklinski, Hee- 
nan, Sherlock, Kolterman and Flaherty violated 
Section 17(a) of the Securities Act, Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder by 
soliciting purchasers of Tellco common stock 
through the use of the same misleading statements 
and omissions described above. In addition, the 
Commission's complaint alleges that defendants 
Forsyth, Orofino, Sarmiento, Wiklinski, Heenan, 
Kolterman and Flaherty violated the anti-fraud pro- 
visions by engaging in a scheme to manipulate the 
over-the-counter market for Tellco common stock, 
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causing the stock to rise from less than $1 per share 
in May, 1977 to $7-$8 per share in September 
1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Litigation Release No. 8951/December 17, 
1979 


UNITED STATES V. HARRY J. BINDER (CR-79-276- 
1, E.D. Pa) 


Peter F. Vaira, United States Attorney for the East- 
ern District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office of 
the Securities and Exchange Commission, 
announced that on December 12, 1979, a federal 
grand jury sitting in Philadelphia, Pennsylvania, 
returned a four count indictment charging Harry J. 
Binder (Binder) of Jenkintown, Pennsylvania with 
four counts of wire fraud. 


The indictment charges that from October 25, 1974 
to December 18, 1974, Binder engaged in a securi- 
ties trading and check manipulation scheme where- 
by securities were purchased and sold through to 
Philadelphia area broker-dealers. As part of the 
scheme, Binder utilized wire transfers of funds to 
cover insufficient funds checks given to one of the 
broker-dealers. The scheme resulted in a loss to the 
broker-dealer of more than $300,000. 


In a related civil injunctive action filed by the Com- 
mission on January 15, 1976, Binder had con- 
sented to the entry of a Final Judgment of 
Permanent Injunction, without admitting or deny- 
ing the allegations of the Commission's complaint. 
The complaint had alleged that Binder had violated 
the antifraud provisions of the Securities Exchange 
Act of 1934. (See LR-7283 and 7245.) 
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Litigation Release No. 8952/December 17, 
1979 


SEC V. ROBERT M. VAN HORN AND PEAK ENTER- 
PRISES, INC., (W.D. Missouri, Civil No. 79-0921- 
CV-W6) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office announced that on October 23, 
1979, a Final Judgment and Order of Permanent 
Injunction was entered against Robert M. Van Horn 
(“Van Horn”), and that on November 26, 1979 a 
Final Judgment and Order of Permanent Injunction 
was entered against Peak Enterprises Incorporated 
(‘Peak’). Both Final Judgments were entered 
by the Honorable Howard Sachs, U.S. District 
Judge for the Western District of Missouri. 
The injunctions enjoined Van Horn and Peak 
from further violations of the registration and 
anti-fraud provisions of the federal securities laws. 
The defendants consented to the entry of the 
injunctions without admitting or denying the allega- 
tions of the Commission’s October 15, 1979 
Complaint. 


The Commission's Complaint alleged that Van Horn 
violated the registration and anti-fraud provisions of 
the federal securities laws in connection with the 
offer and sale of approximately $8 million worth of 
promissory notes of Taurcap Loan and Investment 
Company (‘’Taurcap”), and Mo-Am Loan and Invest- 
ment Company (‘‘Mo-Am”), and in connection with 
the offer and sale of approximately $4 million worth 
of “receipts” for the stock of Peak which were 
exchanged for Taurcap and Mo-Am notes. The 
Complaint further alleged that Peak violated the 
registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale 
of Peak “receipts”’. 


For further information see Litigation Release No. 
8906. 
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Litigation Release No. 8953/December 17, 
1979 


SECURITIES AND EXCHANGE COMMISSION V. 
INTERNATIONAL SYSTEMS & CONTROLS CORPO- 
RATION, ET AL. (United States District Court for the 
District of Columbia (Civil Action No. 79-1760)) 


The Securities and Exchange Commission (‘‘Com- 
mission”) announced today that the United States 
District Court for the District of Columbia has 
entered a Final Order enjoining International Sys- 
tems & Control Corporation (“ISC’’)}—a Houston, 
Texas based, Delaware Corporation; and two of the 
individual Defendants, J. Thomas Kenneally (““Ken- 
neally’’), currently a director and formerly Chief 
Executive Officer and Chairman of the Board of 
Directors of ISC; and Herman M. Frietsch 
(‘Frietsch”), Senior Vice President of ISC, from 
future violations of the anti-fraud, reporting and 
proxy provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934 and the 
accounting and bookkeeping provisions of the For- 
eign Corrupt Practices Act. ISC, Kenneally and 
Frietsch consented to the entry of the Final Order 
without admitting or denying the allegations of the 
Complaint. 


In addition to the imposition of the injunction 
against ISC, Kenneally and Frietsch, the Final Order 
directs ISC to: 1) file with the Commission a report 
amending ISC’s prior filings relating to foreign pay- 
ments; 2) appoint three nonaffiliated directors, 
satisfactory to the Commission, who shall comprise 
an Audit Committee with specified oversight and 
audit duties and functions; and 3) appoint a Special 
Agent, satisfactory to the Commission, who shall 
investigate and report on certain specific transac- 
tions and on certain related party transactions and 
on the history and accounting for ISC’s unbilled 
receivables account. 


Furthermore, Kenneally and Frietsch (for periods of 
four years and two years respectively) agreed to be 
employed as an officer or director of a publicly held 
company only if that company has a committee with 
duties and functions similar to those required of the 
ISC Audit Committee; and to dispose of any publicly 
held company’s assets or enter into any substantial 
contracts to make any disclosures on behalf of a 
public company only if such disclosure or transac- 
tions are first approved by another person not sub- 
ordinate to Kenneally or Frietsch. In addition, 
Kenneally agreed to disgorge to ISC the amount, if 
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any, which the ISC Audit Committee subsequently 
determines is appropriate. 


For further information, see Litigation Release No. 
8815, July 9, 1979. 





Litigation Release No. 8954/December 18, 
1979 


UNITED STATES V. ROBERT F. DZIURGOT (Criminal 
No. 79-38-01 -D) 


Willis H. Riccio, Administrator of the Boston 
Regional Office of the Securities and Exchange 
Commission, and The Honorable William H. Sha- 
heen, United States Attorney for the District of New 
Hampshire, announced on November 28, 1979 that 
a Federal Grand Jury sitting at Concord, New Hamp- 
shire, returned a two-count indictment against 
Robert F. Dziurgot of New Ipswich, New Hampshire, 
charging him with the theft, conversion and inter- 
state transportation of ten (10) 1961 City of Sunny- 
vale, California Municipal Improvement Bonds 
valued at $5,000 each, in violation of Title 18 United 
States Code, Sections 2314 and 2315. 


Arraignment has been scheduled for December 14, 
1979 before the Honorable Shane Devine, Chief 
Judge of the United States District Court for the 
District of New Hampshire. 





Litigation Release No. 8955/December 
1979 


18, 


SEC v. HIBBARD & O'CONNOR GOVERNMENT 
SECURITIES, INC. (S.D. Tx/Houston Div.) (CA 
H-79-2512) 


The Fort Worth Regional Office and the Houston 
Branch Office announced that on December 13, 
1979, the Commission filed a Complaint in the Uni- 
ted States District Court for the Southern District of 
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Texas, seeking to enjoin Hibbard & O'Connor 
Government Securities, Inc. (HOGS), John Mark 
Lee Osborne, Richard J. Green, Harry S. Schaefer, 
Robert L. Wheelock and Albert J. Johnson, all of 
Houston, Texas, from further violations of the anti- 
fraud provisions of the Securities Act of 1933 
(Securities Act) and the Securities Exchange Act of 
1934 (Exchange Act). 


HOGS, a wholly owned subsidiary of Hibbard, 
O'Connor & Weeks, Inc., is engaged exclusively in 
the sale of government securities and as such is 
exempt from the broker-dealer registration provi- 
sions of the Exchange Act. Until recently, Osborne 
was the chief executive officer of HOGS; Green was 
an executive vice president and secretary- 
treasurer; Wheelock was also an executive vice 
president; and Schaefer was senior vice president. 
Johnson remains a vice president of HOGS. 


The Commission's Complaint alleges that HOGS, 
aided and abetted by the other defendants, offered, 
sold and purchased government securities in viola- 
tion of the anti-fraud provisions of the Securities 
Act and the Exchange Act. In offering, selling and 
purchasing these securities, the Complaint, among 
other things, alleges that HOGS misrepresented: its 
financial condition; its ability to satisfy its obliga- 
tions to accept and deliver securities; and the partic- 
ipation of certain financial institutions in securities 
transactions. The Complaint further alleges that 
HOGS failed to disclose that certain fees and mar- 
gin payments paid to it by its customers were used 
as working capital. 





Litigation Release No. 8956/December 18, 
1979 


SECURITIES AND EXCHANGE COMMISSION V. 
WILLIAM H. CROSSMAN, ET AL, (United States 
District Court for the Northern District of Illinois, 
Eastern Division, Civil Action No. 79C-2550) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission announced that on November 29, 
1979, the Honorable Marvin Aspen, Judge of the 
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United States District Court for the Northern District 
of Illinois, Eastern Division, entered a final judg- 
ment of permanent injunction against Norman 
McDougall, Jr. (McDougall), of Kildeer, Illinois, 
enjoining him from violating the anti-fraud provi- 
sions of the federal securities laws in the offer and 
sale of municipal securities. The final judgment was 
entered with the consent of the defendant, who 
neither admitted nor denied the allegations of the 
complaint. 


In addition, final judgments of permanent injunc- 
tion were entered against William H. Crossman 
(Crossman) and William H. Crossman and Asso- 
ciates (Crossman and Associates) of West Dundee, 
Illinois on October 23, 1979. These final judgments 
enjoined the defendants from violating the anti- 
fraud provisions of the federal securities laws inthe 
offer and sale of any securities and from violating 
the municipal broker-dealer registration provisions 
of the Securities Act of 1934. These final judgments 
were entered by default as these defendants failed 
to answer the complaint or appear. 


The Commission commenced this action on June 
20, 1979, by filing a complaint which alleged, 
among other things, that Crossman, Crossman and 
Associates and McDougall violated the anti-fraud 
provisions of the federal securities laws in the offer 
and sale of revenue bonds, refunding revenue 
bonds and junior lien bonds of the Hanover Park 
Park District (Park District) concerning, among other 
things, the construction of ice skating facilities in a 
recreation complex to be built by the Park District, 
the projected revenues from the facility and the 
bond amortization schedule for repayment of bond 
principal and interest. In addition, the complaint 
alleged violations by Crossman and Crossman and 
Associates of the municipal broker-dealer registra- 
tion requirement of the Securities Exchange Act of 
1934. 


For further information, see Litigation Release No. 
8809. 
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STAFF ACCOUNTING BULLETIN 
Release No. 36/December 17, 1979 


ACTION: Publication of Staff Accounting Bulletin. 


SUMMARY: These interpretations of the staff deal 
with the applicability of the financial accounting 
and disclosure rules for oil and gas producers con- 
tained in Rule 3-18 of Regulation S-Xto registration 
statements and Form 10-K reports of limited part- 
nerships and to filings by Canadian registrants. 


DATE: December 17, 1979. 


FOR FURTHER INFORMATION CONTACT: James L. 
Russell or Rita J. Gunter, Office of the Chief 
Accountant, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549 
(202-272-2133). 


SUPPLEMENTARY INFORMATION: The statements 
in Staff Accounting Bulletins are not rules or inter- 
pretations of the Commission nor are they pub- 
lished as bearing the Commission's official 
approval; they represent interpretations and practi- 
ces followed by the Division of Corporation Finance 
and the Office of the Chief Accountant in adminis- 
tering the disclosure requirements of the Federal 
securities laws. 


George A. Fitzsimmons 
Secretary 





STAFF ACCOUNTING BULLETIN NO. 36 


The staff hereby adds subsections 3(c) and 3(d) to 
Topic 6-M, setting forth the staff's views on the 
applicability of the requirements to disclose oil 
and gas reserve information contained in §210.3- 
18 to registration statements and Form 10-K 
reports of limited partnerships. Also being added is 
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subsection 4 of Topic 6-M, which discusses the 
applicability of §210.3-18 to filings by Canadian 
registrants. 


TOPIC 6: INTERPRETATION OF ACCOUNTING SER- 
IES RELEASES 


. Accounting Series Release No. 257— 
Requirements for Financial Accounting and 
Reporting Practices for Oil and Gas Producing 
Activities. 


c. Limited partnership 10-K reports 


Regulation S-K contains an exemption from the 
requirements of Item 2(b) to disclose certain infor- 
mation relating to oil and gas operations for “‘limited 
partnerships or joint ventures that conduct, oper- 
ate, manage, or report upon oil and gas drilling 
income programs which acquire properties either 
for drilling and production, or for production of oil, 
gas, or geothermal steam.” Regulation S-X does not 
contain a similar exemption from the disclosure 
requirements of Rule 3-18(k). 


Limited partnership agreements often contain buy- 
Out provisions under which the general partner 
agrees to purchase limited partnership interests 
that are offered for sale, based upon a specified 
valuation formula. Because of these arrangements, 
the requirements of Regulation S-X for disclosure of 
reserve value information may be of little signifi- 
cance to the limited partners. 
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Question: 


/ 


Must the financial statements of limited partner- 
ships included in reports on Form 10-K contain the 
disclosures of estimated future net revenues, pres- 
ent values and changes therein, and supplemental 
summary of oil and gas activities specified in para- 
graphs (k)(6), (k)(7) and (k)(8) of §210.3-18? 


Interpretive Response: 


The staff will not take exception to the omission of 
these disclosures in a limited partnership Form 10- 
K if reserve value information is available to the 
limited partners pursuant to the partnership agree- 
ment (even though the valuations may be computed 
differently and may be as of a date other than year 
end). However, the staff will require all of the infor- 
mation specified by paragraph §210.3-18(k) for 
partnerships which are the subject of a merger or 
exchange offer under which various limited part- 
nerships are to be combined into a single entity. 


d. Limited partnership registration statements 
Facts: 


The staff requires that a registration statement 
relating to an offering of limited partnership inter- 
ests include the most recent year-end balance 
sheet of the general partner. This is considered 
necessary for purposes of assessing the financial 
responsibility of the general partner. 


Question: 


What disclosures of oil and gas reserve information 
must accompany the balance sheet of the general 
partner? 


Interpretive Response: 


Disclosures should include oil and gas reserve 
information that pertains to the balance sheet, i.e., 
the estimated year-end quantities of proved oil and 
gas reserves and the estimated future net revenues 
and present values thereof specified by paragraphs 
(k(5) and (k)(6) of §210.3-18. 
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4. Filings by Canadian Registrants 
Facts: 


Canadian registrants subject to sections 13 or 15(d) 
of the Securities Exchange Act generally are 
required to file annual reports on Form 10-K, and 
are therefore required to comply with the provisions 
of Regulation S-X. However, many Canadian oil and 
gas companies currently follow Canadian generally 
accepted accounting principles in the preparation of 
their financial statements, rather than the pre- 
scribed form of either successful efforts or full cost 
contained in Rule 3-18 of Regulation S-X. 


Question: 


May Canadian oil and gas companies continue to 
follow Canadian generally accepted accounting 
principles for purposes of reports on Form 10-K? If 
so, what disclosures are required to be included? 


Interpretive Response: 


A Canadian registrant following a method of 
accounting other than one of the prescribed 
methods contained in Rule 3-18 of Regulation S-X 
may continue to follovs such method but should 
describe the differences in a footnote and include a 
reconciliation showing the net income that would 
be reported pursuant to the Commission's rules. In 
addition, all Canadian registrants should include 
the disclosures specified by paragraph (k) of §210.3- 
18, including oil and gas reserve quantities, esti- 
mated future net revenues, present value 
information, and the supplemental summary of oil 
and gas producing activities. 





STAFF ACCOUNTING BULLETIN 
Release No. 37/December 17, 1979 


ACTION: Deletion of a Staff Accounting Bulletin. 


SUMMARY: The purpose of this release is to delete 
Topic 4-F of Staff Accounting Bulletin No. 1 whichis 
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concerned with the format of the equity section of 
the balance sheet of a savings and loan holding 
company. 


DATE: December 17, 1979. 


FOR FURTHER INFORMATION CONTACT: Law- 
rence J. Bloch, Office of the Chief Accountant (202- 
272-2130), or Howard P. Hodges, Jr., Division of 
Corporation Finance (202-272-2553), Securities 
and Exchange Commission, Washington, D.C. 
20549. 


SUPPLEMENTARY INFORMATION: The statements 
in Staff Accounting Bulletins are not rules or inter- 
pretations of the Commission nor are they pub- 
lished as bearing the Commission's official 
approval; they represent interpretations and practi- 
ces followed by the Division of Corporation Finance 
and the Office of the Chief Accountant in adminis- 
tering the disclosure requirements of the Federal 
securities laws. 


George A. Fitzsimmons 
Secretary 





STAFF ACCOUNTING BULLETIN NO. 37 


Equity Accaunts of Savings and Loan Holding 
Companies 


Recently, the American Institute of Certified Public 
Accountants issued a revised edition of its audit and 
accounting guide for savings and loan associations 
containing revised provisions for the equity section 
of a balance sheet. These new provisions are gener- 
ally applicable to the equity section of the balance 
sheet of a savings and loan holding company. 


The equity section provisions in the revised audit 
guide call for (i) “one-line” presentation of retained 
earnings on the balance sheet with notation that it 
is ‘substantially restricted,” (ii) note disclosure of 
the amount of retained earnings available for pay- 
ment of cash dividends both with and without incur- 
ring an additional federal income tax liability, and 
(iii) note disclosure of amounts otherwise restricted. 
The staff supports these provisions of the revised 
audit guide which are applicable to financial state- 
ments for fiscal periods beginning after December 
31, 1978. 


Accordingly, Topic 4-F of Staff Accounting Bulletin 
No. 1 (September, 1975) which is concerned with the 
format of the stockholders’ equity section of the 
balance sheet of a savings and loan holding com- 
pany is hereby withdrawn. Topic 4-F had provided 
an illustration of the format to be followed by these 
companies in filings with the Commission. 
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